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FEDERAL ELECTION COMMISSION

Washington, DC 20463

MEMORANDUM
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 4969
Dole for President, Inc., and ) SEN&IT ,
Robert J. Dole, as treasurer, ) ) g gfé-
Republican National Committee )
and Alec Poitevint, as treasurer; )
Senator Robert J. Dole )
)
34
{3 -
2 In the Matter of ) =) o
& ) MURs 4553 and 4671 < 2o8R
“ Dole for President, Inc., and ) B DEFQ
i Robert J. Dole, as treasurer; ) P ",‘fgaﬂ\i"z
;‘ Dole/Kemp *96, Inc., and ) %) 5‘%}‘%
" Robert J. Dole, as treasurer; ) :‘Z_ BE =
-k Republican National Committee ) g =
£ and Alec Poitevint, as treasurer; ) 2
2 Senator Robert J. Dole )
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GENERAL COUNSEL'S REPORT

I. ACTIONS RECOMMENDED

Close the files and issue a Statement of Reasons.
II. BACKGROUND

Matter Under Review (“MUR”) 4969’ was generated from an audit of the Dole for
President, Inc. (“Primary Committee”) undertaken in accordance with 26 U.S.C. § 9038(a) and
was referred by the Audit Division to the Office of General Counsel on June 11, 1999.
MUR 4671 was generated by a complaint filed by Dr. Rebecca Roczen Carley. MUR 4553 was

generated by a complaint filed by the Democratic National Commiittee.

! MUR 4969 was previously Audit Referral (“AR”) #99-13.
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All three MURSs raise the issue whether amounts spent by the Republican National
" Committee (“RNC™) to produce and broadcast a television advertisement campaign, which aired
" between March_ of 1996 and August of 1996, were an in-kind contribution to Senator Dole’s 1996
presidential election campaign.

In MURSs 4553 and 4671, the Commission on February 10, 1998, found reason to believe
that, because the RNC-funded the advertisement campaign, the RNC made, and the Primary
' Committee received, an in-kind contribution from the RNC. On the same date, the Commission
adopted an alternative finding of reason to believe that Dole/Kemp *96, Inc. (*General
Committee”) received an in-kind contribution from the RNC. Consistent with these
‘determinations, the Commission also found reason to believe that the RNC, the Primary and
General Committees, and Senator Robert J. Dole violated provisions of the Federal Election
Campaign Act of 1971, as amended, 2 U.S.C. §§ §§ 431-455 (“the Act”), the Presidential Primary
Matching Payment Account Act, as amended, 26 U.S.C. §§ 9031-9042, and the Presidential
Election Campaign Fund Act, 26 U.S.C. §§ 9001-9013. The Commission approved the issuance
of subpoenas for documents and testimony as part of the investigation in these matters.

Relying on information generated from the investigation in MURs 4553 and 4671 and on
the audit referral materials, on January 12, 2000, the Office of General Counsel submitted a First
General Counsel’s Report in AR #99-13. With respect to the same RNC-funded media campaign,

this Office recommended that the Commission find reason to believe that, because of the RNC-

z The Office of General -Counsel was prepared to move MURs 4553 and 4671 to the probable cause stage
and recommended that, in light of the overlapping media expenditure issues, MURs 4553 and 4671 be processed
together with AR #99-13/MUR 4969.

However, on September 22, 1999, the
Commission rejected this Office’s recommendations and directed this Office to hold in abeyance the briefing of
MURs 4553 and 4671 pending Commission action in AR #99-13,
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funded advertisement campaign, the RNC made, and the Primary Committee received, an in-kind
contribution from the RNC? Consistent with this recommendation, this Office further
recommended that the Commission open a MUR and find reason to believe that: |

¢ The RNC violated 2 U.8.C. § 441a(a)(2)(A)(making excessive contributions), 2 U.S.C.

§ 44_Ib(a) and 11 C.F.R. § 102.5(b) (making prohibited contributions); and 2 U.S.C.

§ 434(b)(4) (improper reporting),

e The Primary Committee violated 2 U.S.C. § 441a(f) (knowingly accepting excessive

contributions); 2 U.S.C. § 441b(a) (knowingly accepting prohibited contributions);

2 US.C. §§ 441a(b)(1)(A) and 441a(f), and 26 U.S.C. § 9035(a) (exceeding thé overall

expenditure limitation); and 2 U.S.C. §§ 434(b)(2)(C) and 434(b)(4), and 11 CF.R.

§§ 104.13(a)(1) and 104.13(a)(2) (improper reporting); and

e Senator Dole violated 2 U.S.C. § 441a(f) (knowingly accepting excessive

contributions), 2 U.S.C. § 441b(a) (knowingly accepting prohibited contributions}; and

-3 This Office’s specific analysis and recommendations vary somewhat between the First General Counsel's

Report in MURs 4553 and 4671 and the First General Counsel’s Report in AR #99-13. This variance is the result
of both the generation of additional information during the investigation in MURs 4553 and 4671, and intervening
development of the applicable laws.

Consistent with the Commission's action and analysis in those audits, the alternative
finding in MURs 4553 and 4671 that the media campaign was an in-kind contribution for the general election was
not included in the First General Counsel’s Report in AR #99-13.

Similarly, on June 24, 1999, a majority of the Commission issued a Statement of Reasons explicitly
repudiating the electioneering message/clearly identified candidate test. Statement of Reasons of Vice Chaivman
Darryl R. Wold and Commissioners Lee Ann Elliott, David M. Mason and, Karl J. Sandstrom On The Audits of
“Dole for President Committee, Inc.” (Primary), “Clinton/Gore '96 Primary Committee, Inc.,” “Dole/Kemp '96,
Inc.” (General), “Clinton/Gore '96 General Committee, Inc.,” and “Clinton/Gore "96 General Election Legal and
Compliance Fund” (June 24, 1999)(“Statement of Reasons™). Thus, while the First General Counsel’s Report in
MURSs 4553 and 4671 included a discussion of the applicability of this test, the First General Counsel’s Report in
AR #99-13 notes that the test has been rejected by the Commission, and relied, instead, on the language of the Act.
2 US.C. §§ 431(8)(A)(i); 431(9)(A)(i) (contribution and expenditure defined to include any loan, advance, deposit,
gift or other thing of value “made by any person for the purpose of influencing any election for federal office™).
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2 U.S.C. §§ 441a(b)(1)(A) and 441a(f), and 26 U.S.C. § 9035(a) (exceeding the overall

A

expenditure limitation).

In addition, this Office recommended that, if the Commission concluded that the expenditures for
the advertisements were not contributions, it should then consider the issue whether the RNC was
entitled to rely on the more favorable state allocation ratios in connection with certain payments
for the advertisements which were made through the accounts of state Republican committees.

On February 2, 2000, the Commission voted on this Office’s recommendations in
AR #99-13 with respect to the issue whether, because of the RNC-funded advertisement
campaign, the RNC made, and the Primary Committee received, an in-kind campaign contribution
from the RNC. The Commission, by a 3 to 3 vote, failed to pass a motion to adopt the
recommended reason to believe findings related to this issue -- i.e., recommendations 2 through
11 set forth in the First General Counsel’s Report. By unanimous vote, the Commission next
opened MUR 4969 with respect to AR #99-13. The Commission then considered motions to
adopt recommendations 2 through 11 with respect to each individual advertisement which was
part of the RNC-funded advertisement campaign. These motions failed in each case by a3 to 3
vote.

On February 8, 2000, the Commission considered this Office’s alternative
recommendation to find reason to believe that the RNC improperly relied on more favorable state
allocation ratios when funding the advertisement campaign, and therefore violated 11 C.F.R.

§ 106.5(a) and 2 U.S.C. § 434(b)(4). A motion to adopt that recommendation failedbya2to3

vote.
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The Commission has not acted on the remaining recommendations (recommendations 13
through 15) set forth in the First General Counsel’s Report in AR #99-13. Those

recommendations are that the Commission:

o Approve the Factual and Legal Analyses attached to the First General Counsels’ Report
(recommendation 13); and

e Approve the appropriate letters (recommendation 14).
® Process AR #99-13/ MUR 4969 with MURs 4553 and 4671(recommendation 15);
. DISCUSSION
As noted above, the reason to believe findings in MURSs 4553 and 4671 are based on the
same activities, arising from the production and broadcast of the RNC-funded media campaign,
upon which reason to believe recommendations 2 through 12 in the First General Counsel’s
Report in AR #99-13/MUR 4969 are based. The Commission’s actions in
AR #99 -13/MUR 4969, by which it did not adopt recommendations 2 through 12, therefore
should control further proceedings in MURs 4553 and 4671. Accordingly, this Office
recommends that the Commission, in conformance to its decisions in AR #99-13/MUR 4969, take
no further action in MURSs 4553 and 4671, and close the files.
Despite this Office’s recommendation that the Commission take no further action in
MURs 4553 and 4671, we believe that the Commissioners who voted against the
recommendations of this Office in AR#99-13/MUR 4969 should issue a Statement of Reasons for
MURs 4553 and 4671, all complaint-generated matters. See Democratic Congressional
Campaign Commitiee v. Federal Election Commission, 831 F.2d 1131, 1132 (D.C. Cir. 1987)
("when . . . the FEC does not act in conformity with its General Counsel's reading of Cornmission

precedent, it is incumbent upon the Commissioners to state their reasons why. Absent an
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explanation by the Commissioners for the FEC's stance, we cannot intelligently determine whether

the Commission is acting 'contrary to law" (citation omitted)).*

This Office’s general practice is to submit a draft Statement of Reasons to the Commission
in complaint-generated matters in which the recommended reason to believe findings are rejected
by a majority vote, but not to submit such a draft in maters in which the recommended reason to
believe findings fail on a tie vote. In AR #99-13/MUR 4969, recommendations 2 through 12
were rejected on 3 to 3 votes. In addition, separate motions to adopt recommendations 2 through
11 with respect to each individual RNC-funded advertisement broadcast in 1996 also failed on 3
to 3 votes. Since the recommendation to dismiss MURs 4553 and 4671 is based on the 3-3 votes
in AR #99-13/MUR 4959, we believe that the Commission should prepare the Statement of
Reasons.

Iv. RECOMMENDATIONS

1. In MURs 4553 and 4671, take no further action and close the files;
2. In MUR 4969, close the file;

Issue a Statement of Reasons for MURs 4553 and 4671; and

> w

Approve the appropriate letters.

z/ﬂ /72?%/

Date / 7 ence M. Koble
(/ General Counsel

Staff Assigned: Peter G. Blumberg

4 The Commissioners voting to approve this Office's recommendations are not required to issue a Statement
of Reasons, but may do so. Likewise, Commissioners are ncither required to issue, nor prohibited from issuing, a
Statement of Reasons for AR #99-13/MUR 4969, because the matter was generated from an audit referral, nota
complaint.




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

EXIT CONFERENCE MEMORANDUM
OF THE AUDIT DIVISION
ON
THE DOLE FOR PRESIDENT, INC.

L AUDIT SCOPE AND PROCEDURES

In addition to a review of the Committees’ expenditures to determine the qualified
and non-qualified campaign expenses incurred by the campaign, the audit covered the
following general categories:

I. The receipt of contributions or loazs in excess of the statutory limitations
(Findings ILLA. and B.);

2. the receipt of contributions from prohibited sources, such as those from
corporations or labor organizations;

3. proper disclosure of contributions from individuals, political committees
and other entities, to include the itemization of contributions when
required, as well as, the completeness and accuracy of the information
disclosed;

4, proper disclosure of disbursements including the itemization of
disbursements when required, as well as, the completeness and accuracy of
the information disclosed;

5. proper disclosure of campaign debts and obligations;

6. the accuracy of total reported receipts, disbursements and cash balances as
compared to campaign bank records (Finding I1.D.);

7. adequate recordkeeping for campaign transactions;
8. accuracy of the Statement of Net Outstanding Campaign Obligations filed
by Dole for President, Inc. (DFP) te disclose its financial condition and to

establish continuing matching fund entitlement;

9. the Primary Committee’s compliance with spending limitations (Findings

- and ) and. Attachment _*/

Page ____ {1 _ of 7




N TR ]
Gt

10.  other audit procedures that were deemed necessary in the situation.

As part of the Commission’s standard audit process, an inventory of campaign
records is normally conducted prior to the audit fieldwork. This inventory is conducted
to determine if the auditee’s records are materially complete and in an auditabie state.
Based on our review of records presented, fieldwork began immediately.

Unless specifically discussed below, no material non-compliance was detected. It
should be noted that the Commission may pursue further any of the matters discussed in
this memorandum in an enforcement action.

Section 9003.2(a)(2) of Title 11 of the Code of Federal Regulations states,
in relevant part, that to be eligible to receive payments under 11 CFR part 9005, each
Presidential and Vice Presidential candidate of a major party shall certify to the
Commission that no contributions have or will be accepted by the candidate or his or her
authorized committee except for contributions solicited for, and deposited to, the
candidate’s legal and accounting compliance fund, or to make up any deficiency in
payments received from the Fund.

Section 9034.4(b)(3) of Title 11 of the Code of Federal Regulations states,
in part, that any expenses incurred after a candidate’s date of ineligibility, as determined
under 11 CFR 9033.5, are not qualified campaign expenses except for costs associated
with the termination of political activity to the extent permitted under 11 CFR
9034.4(2)(3).

Section 104.3 of Title 1] of the Code of Federal Regulations requires
political committees authorized by a candidate for Federal office to report, for the
reporting period and the calendar year, total receipts, total disbursements, transfers to
other committees authorized by the same candidate, and transfers from other committees
authorized by the same candidate. Further, each authorized committee shall report the
full name and address of each authorized committee of the same candidate to which a
transfer is made or from which a transfer is received during the reporting period, together
with the date and amount of such transfer.

In the process of reconciling DFP’s bank accounts, the Audit staff
identified a series of transfers between DFP and the Dole - Kemp ‘96 General Committee
(DK) which were not properly disclosed or itemized. Between October 30 and November
1, 1996, DFP transferred $2,000,000 to the DK. Without the transfers from DFP, the DK
bank account statements would have had a balance at Novemkﬁ 1 h996 oi l/

athmen
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approximately ($2,563,375). This balance excludes certificates of deposit used as
collateral for a line of credit and letters of credit issued in lieu of cash deposits for
telephone service, credit cards, and other vendors. Although these certificates of deposit
represent $2,948,077 in DK funds, the balances were not available to pay checks issued
by DK.

In a memorandum dated December 5, 1996, included in its disclosure
report for the post general election period, DFP stated:

“In the process of consolidating its primary committee bank accounts,
transfers totaling $2,000,000 were made from Signet Bank accounts to
Franklin National Bank. These funds were transferred in error to an
account titled “Doie-Kemp ‘96 Operating Expenses” instead of the
primary account which is titled “Dole for President Operating Expenses.”
This error was made, discovered, and corrected within this reporting
period.”

The account described as “Dole-Kemp ‘96 Operating Expenses” was in
fact titled “Dole for President General Committee,” and, as noted, the transfers occurred
over a three day period. DFP transferred $500,000 on October 30; $1,250,000 on
October 31; and, $250,000 on November 1 for a total of $2,000,000. The transfers, as
noted in the memorandum, occurred between accounts at two different banks. Transfer
advices from the originating bank identified the name and account number of the
destination account for each transfer as follows: October 30 - “Dole for President/AC-
1016040712,” October 31 - “Dole for President General Operating Expenses/AC-
1016040712 and November 1 - “Dole for President Operating expenditures/AC-
1016040712.” Though the account name varied, the account number did not. It was the
number of the DK operating account. The memorandum that requested the October 31
transfer was found. It was a faxed copy that had been received at the transferring bank
and it also identified the transfer’s destination by the DK operating account number. This
document suggests that no error occurred; that the transferring bank made the $1,250,000
transfer exactly as requested. Further, no documentation was found to suggest that the
intended transfer destination for any of the three transfers was other than the DK
operating account. It was also noted that DFP’s general ledger originally classified each
of the transfers as a “loan.” On December 23, 1996, the general ledger entry
classifications were changed from “loan™ to “transfer error.” DFP did open a second
primary operating account, #3000024220, at Franklin National Bank. According to a
notation found on the account signature cards, November 4, 1996 is listed as the openin%
date and November 6 is the date of the first deposit; both dates are after the last transfer.

! Another transfer of $25,000 was made to DK on November 4, 1996. The documentation with that
transaction suggests that it was intended for account #3000024220, the Franklin National Bank
account opened by DFP on that day. That transfer was deposited to DK’s press reimbursement
account and refunded on January 14, 1997. Documentation surrounding this transaction suggests

that it was erroneously credited to DK's account. (4
Attachment
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These transfers were reversed when DK transferred $2,000,000 to DFP on
November 25, 1996. However, in order for DK to accomplish the return of the $2
million, it was necessary for DFP to repurchase from DK certificates of deposits in the
amount of $1 million. DK had purchased these certificates of deposit from DFP on
August 30, 1996. They were used to secure letters of credit that served as DK’s
teiephone deposits and other security deposits. However when the certificates of deposit
were repurchased by DFP, one in the amount of $202,000 ($200,000 plus accrued
interest), had been liquidated. Therefore, DK owes DFP $202,000. That amount is
reported by DFP as a debt owed to it.

This issue was discussed with DFP representatives and their response was
to state that amended disclosure reports would “...be filed to show transfers made in error
between committees, as well as the reversal of these transfers which were made to correct
the error.”

The Audit staff concludes that the transactions described above represent
loans to and repayment from DK by DFP. During the period that the loan was
outstanding, it was a prohibited contribution.’ Further, DFP made an additional
contribution to DK when it repurchased certificates of deposit that either secured DK’s
deposits, or had been liquidated by DK.

Recommendation #1

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, that DFP:

e File amended Summary and Detailed Summary pages, schedules A-P for lines 18 and
19, and B-P for lines 24 and 27 for the Post General period which fully disclose and
itemize the transfers between DFP and DK.

¢ Provide documentation that demonstrates the transfers were not contributions from
DFP to DK for the period that the funds were with DK. Further, documentation
should be provided to demonstrate that it was permissible for DFP to purchase
certificates of deposit from DK that were serving as security for deposits required of
DK. The documentation provided should include, but not be limited to, evidence that
the DFP operating account at Frankiin National Bank was open at the time the
transfers were made; transfer requests which identify the DFP operating account by
number; an analysis of DK’s security deposit requirements at the time the certificates

2 In advisory opinion 1992-38, the Commission permitted the Clinton-Gore committee to borrow
funds from its GELAC to cover short term cash flow problems caused by amounts due from the
Secret Service. That opinion did not permit similar borrowing from a Federally funded primary
campaign. The opinion further required the amount botrowed te be repaid from the next amounts
received from the Secret Service, and full reporting of the transactiﬁﬁa Chment 22
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of deposit were repurchased by DFP; and, any documentation from Franklin Bank
which supports DFP’s contention that the transfers had been erroneously credited.

o Provide any other relevant information regarding the transfers between DFP and DK
which would support their contention that the transfers were inadvertent and not
intentional.

Sections 100.7(a)(1), (iii)(A) and (iii){B) of Title 11 of the Code of Federal
Regulations state, in relevant part, that the term contribution includes anything of value
such as advances of services made by any person for the purposz of influencing any
election for Federal office. The term any thing of value includes all in-kind contributions.
Unless specifically exempted under 11 CFR 100.7(b), the provision of services ata
charge which is less the usual an normal charge for such service is a contribution. If
services are provided at less than the usual and normal charge, the amount of the in-kind
contribution is the difference between the usual and normal charge for the services and
the amount charged to the political committee. Usual and normal charge for any services
other than those provided by an unpaid velunteer, means the hourly charge for the
services at a commercially reasonable rate prevailing at the time the services were
rendered.

Section 110.1(b)(1) of Title 11 of the Code of Federal Regulations states
that no person shall make contributions to any candidate, his or her authorized political
committees or agents with respect to any clection for Federal office which, in the
aggregate, exceed $1,000.

Section 114.9(e) of Title 11 of the Code of Federal Regulations states, in
relevant part, that a candidate who uses an airplane which is owned or leased by a
corporation not licensed to provide commercial service for travel in connection with a
Federal election must, in advance, reimburse the corporation where regular commercial
service is available the first class air fare and where no regular commercial service exists,
the usual charter rate.

A Guifstream IV jet aircraft, personally owned by Mr. William Keck, was
used by Senator Dole and his campaign for travei from Sunday to Friday, May 28
through June 2, 1995. Senator Dole and his campaign staff, according to a DFP
itinerary,made at least nine® flights on the airplane paying first class airfare for each

3 The nine trips were Washington, DC to Manchester, NH; Concord, NH to Boston, MA; Boston,
MA o Chicago, IL; Chicage, IL to San Francisco, CA; San Francisco, CA to Los Angeles, CA;
Irvine, CA to Las Vegas, NV; Las Vegas, NV to Phoenix, AZ; Phoenix, AZ to Tuscon, AZ; and
Tuscon, AZ 10 Washingtlon, DC. A second itinerary suggests that an additional flight with
passengers occurred between Santa Monica, CA and Santa Ana, CA{Irvine, CA).

Attachment U
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member of its entourage for each flight ieg. The total reimbursed to Mr. Keck was
$17,2251

DFP believes that these flights were entitled to treatment under 11 CFR
§114.9(e) because the airplane functioned as the corporate jet for Coalinga Corp. despite
the fact that it was privately owned. Patrick Templeton, Washington Representative for
Coalinga Corp., wrote as follows in response to the Audit staff inquiries of DFP
concerning these flights:

“Senator Dole’s campaign travel on an aircraft registered in the name of
William Keck is properly reimbursable at first class rates. The atrcraft
functioned as the corporate jet for Coalinga Corp., a sub-chapter S
corporation which is a diversified holding company wholly owned by Mr.
Keck. The aircraft was registered in Mr. Keck’s name rather than in the
name of Coalinga Corp., dictated by tax law considerations. If Mr. Keck,
as a Coalinga employee, or any other Coalinga employee, needed a jet for
corporate business, they used the aircraft in question. Also, Coalinga’s
Washington representative traveled on the aircraft every time Senator Dole
or any other public official traveled on the plane (except in one instance).’
The tail numbers of the plane ended with “CC” (N404CC)® for Coalinga
Corp. and has other markings in the cabin that make reference to Coalinga
Corp.”

The “Financial Control and Compliance Manual,” an FEC publication
offering guidance for presidential primary candidates receiving Federal funds, cautions
that the reimbursement rate for the use of aircraft owned by individuals is the usual and
normal charge for services provided. Usual and normal charges in such instances will
generally be the equivalent charter rate for the means of transportation used.

In order for the use of an airplane to qualify under the provisions of 11
CFR §114.9(e), it must be either owned or leased by a corporation. Coalinga Corp.
through its Washington Representative concedes that the plane was not corporate owned
or leased. Thus, the use of this airplane should have been reimbursed on the basis of
usual and normal cost for a similar charter.

4 DFP wrote two checks for this flight. The first check was dated May 25, 1995, but was made out
to Coalinga Corp. Because Mr. Keck personally owned the plane, a second check was requested.
The date of the check written to Mr. Keck was June 2, 1995.

s None of the itineraries lists a Coalinga Corp. employee as passenger for the flights made by
Senator Dole and his staff.
6 The Audit staff notes that Mr. Keck also owns a small acrobatic airplane with tail registration
N403CC.
Attachment
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KaiserAir, Inc.” quotes an hourly charter rate of $4,500 for the use of a
similar airplane. In addition to the nine identified flights, four positioning flights are
included in the calculation of total flight hours. The usual and normal costs of chartering
this trip was computed by multiplying the advertised hourly charter rate by the total flight
hours as listed on the KaiserAir itinerary. The airplane flew 26.3 reimbursable hours for
the campaign and the usual and normal charge shouid have been $118,350 (26.3 hrs. x
$4,500 per hr.). DFP paid $17,225 for the use of the airplane and therefore received an
in-kind contribution from Mr. Keck of $100,125 (118,350 less the already paid $17,225
and a contribution allowance of $1,000).

Recommmendation #2

The Audit staff recommends that, within 60 days service of this memorandum the
DFP:

o Show that the actual charter cost was timely paid and therefore, that it did not receive
an excessive in-kind contribution, or

¢ has refunded the excessive portion of this contribution, $100,125 to the U.S.
Treasury.

e provide any additional relevant information that would show that the flights were
correctly reimbursed.

C.

Section 9035(a) of Title 26 of the Internal Revenue Code states, in part,
that no candidate shall knowingly incur qualified campaign expenses in excess of the
expenditure limitation applicable under section 441a (b){1)(A) of Title 2.

Sections 9038.2(b)(2)(1)(A) and (ii)(A) of Title 11 of the Code of Federal
Regulations state, in part, that the Commission may determine that amount(s) of any
payments made to a candidate from the matching payment account were used for the
purposes other than to defray qualified campaign expenses. Further, an example of a
Commission repayment determination under paragraph (b)(2) includes determinations
that a candidate, a candidate’s authorized committee(s) or agents have made expenditures
in excess of the limitations set forth in 11 CFR $035.

Section 9038.2(b)(2)iii) of Title 11 of the Code of Federal Regulations
states, in part, that the amount of any repayment under this section shall bear the same

7 KaiserAir, Inc. of Oakland, California, which apparently operated the airplane for Mr. Keck, is a
privately owned aircraft managsment and service company. In addition to overseeing all phases
of airplane management, KaiserAir offers 2 charter option for clients who wish to offset operating

expenses by chartering their aircraft. Atta Chment : f
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ratio to the total amount determined to have been used for non qualified campaign
expenses as the amount of matching funds certified to the candidate bears to the
candidate’s totat deposits, as of 90 days after the candidaie’s date of ineligibility.

Section 9038.2(b)(2)(v) of Title 11 of the Code of Federal Regulations
states, in part, that if a candidate or candidate’s authorized committee(s) exceeds both the
overall expenditure limitation and one or more State expenditure limitations, the
repayment determination under 11 CFR 9038.2(b)(2)(ii)(A) shall be based on only the
larger of either the amount exceeding the State expenditure limitations(s) or the amount
exceeding the overall expenditure limitation.

Sections 441a(b)(1)(A) and 441a(c) of Title 2 of the United States Code
state, in part, that no candidate for the office of President of the United States who is
eligible under Section 9033 of Title 26 to receive payments from the Secretary of the
Treasury may make expenditures in any one state aggregating in excess of the greater of
16 cents multiplied by the voting age population of the state, or $200,000 as adjusted by
the Consumer Price Index.

Section 106.2(a)(1) of Title 2 of the Code of Federal Regulations states, in
relevant part, that for Presidential primary candidates receiving federal matching funds
pursuant to 11 CFR parts 9031 et seq, expenditures described in 11 CFR 106.2(b)(2) shall
be allocated to a particular State if incurred by a candidate’s authorized committee(s) for
the purpose of influencing the nomination of that candidate for the office of President
with respect to that State. An expenditure shall not necessarily be allocated to that state
in which the expenditure is incurred or paid. In the event that the Commission disputes
the candidate’s allocation or claim of exemption for a particular expense, the candidate
shall demonstrate, with the supporting documentation, that his or her proposed method of
allocating or claim of exemption was reasonable.

Section 106.2(b)(1) of Title 2 of the Code of Federal Regulations states, in
part, that unless otherwise specified under 11 CFR 106.2(b)(2), an expenditure described
in 11 CFR 106.2(b)}{2) and incurred by a candidate’s authorized committee(s) for the
purpose of influencing the nomination of that candidate in more than one State shall be
allocated to each State on a reasonable and uniformly applied basis.

Sections 106.2(b}(2)(i), (ii), (iii), (iv) and (v) of Title 2 of the Code of
Federal Regulations state, in relevant part, that media costs, mass mailing costs, overhead
costs less a 10% compliance exemption, special telephone program costs and polling
costs are allocable to state spending limitations.

Section 110.8(c)(2) of Title 2 of the Code of Federal Regulations states, in
part, that the candidate may treat an amount that does not exceed 50% of the candidate’s
total expenditures allocable to a particular State under 11 CFR 106.2 as exempt
fundraising expenses, and may exclude this amount from the candidate’s total
expenditures attributable to the expenditure limitations for that state. The candidate may
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treat 100% of the cost of mass mailings as exempt fundraising expenses, unless the mass
mailings were mailed within 28 days before the state’s primary caucus. The total of all
amounts excluded for exempt fundraising expenses shall not exceed 20% of the overall
expenditure limitation.

For the 1996 election cycle, the state spending limitation for Iowa was
$1,046,984 (16 cents multiplied by the Jowa voting age population of 2,117,000 and
adjusted for the cost of living by a factor of 3.091). DFP reported expenditures allocable
to lowa of $1,040,306." The Audit staff reviewed and verified the accuracy of a sampie
of allocable disbursements taken from a detailed itemized schedule of the DFP reported
[owa allocable expenditure total. Therefore, the Audit staff accepted the reported amount
as accurate with respect to the items included on the schedule and the total amount
reported as allocable to Jowa. A subsequent review of vendors from the allocation
schedule and other vendors receiving lowa related disbursements, identified additional
allocable expenses of $142,366.”

The additional allocable disbursements were made to 19 vendors, 18 of
whom had received other allocable payments and, were listed on DFP’s Jowa expense
schedule. Almost all the individual disbursements comprising the $142,366 were
identified as allocable to Iowa on either the DFP’s accounting system or on the
supporting documentation culled from the vendor files.

The purpose or characterization of the additional allocable expenditures
are as follows." Assorted Iowa overhead expenditures made to fifteen vendors for such
things as office supplies, event expenses, office utilities and printing totaled $85,638.
Allocable Iowa polling expenses totaled $41,742. Expenditures of $15,369 were made
for phone programs and related development costs.

No apparent pattern was found to the DFP’s failure to include these
expenses in its reported lowa expenditures subject to the spending limitation. The Audit
staff noted that DFP also randomly omitted allocable expenses from its New Hampshire
limitation calculation. Additional allocable expenses for New Hampshire of
approximately $267,000 were identified. In a manner very similar to the Iowa

8 On an amended report filed July 15, 1997, the DFP adjusted this figure by 31,147, reducing the
allocable lowa disbursements to $1,039,159. Because no documentary support has been provided
to identify the disbursement or disbursements adjusted, the Audit staff continues to recognize the
earlier reported figure.

8 At the close of field work, the Audit staff provided the information as outlined in this finding to
DFP. This finding included preliminary calculation of additional allocable expenditures made by
DFP and subject to the lowa spending limitation. As a result of additional material subsequently
provided by DFP, the figure for additional allocable expenses was reduced.

10 A mass mailing credit of $383 was identified and netted against the total additional aliocable
expenses for lowa. '
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allocations, the majority of the vendors to whom additional allocable disbursements were
made, had been itemized on DFP’s New Hampshire schedule for other allocable
expenses. And again, as had occurred in Jowa, the additional allocable expenses were
generally identified in either the DFP accounting system or on the supporting vendor
documentation as expenses allocable to New Hampshire. Only an over allocation of
$270,591 for New Hampshire media expenses, identified by the Audit staff, prevented
DFP from exceeding the spending limitation for New Hampshire.

The deficiency in the allocable amount reported by DFP for lowa was not
the direct result of a failure of DFP’s accounting system. As already noted, most of the
additional allocable expenses were clearly identified as such on either the supporting
documentation and in the general ledger. DFP accounting personsiel demonstrated a clear
understanding of what constituted an allocable expense. Because no work papers
accompanied the schedule of expenses allocated to lowa, the Audit staff was not able to
evaluate the procedure used to aggregate the appropriate expenses and therefore cannot
explain why the DFP failed to properly include these disbursements.

An over allocation of media expenses for Iowa, though much smaller than
the one found to have occurred in New Hampshire, was also identified by the Audit staff.
This amount, $14,257, was subtracted from the additional allocable amount. The actual
additional amount subject to the fowa spending limitation after applying the 10%
overhead exclusion and then the 50% fundraising exemption was $59,772, Using the
accepted reported figure as the baseline, the Audit staff concluded DFP made
expenditures chargeable to Iowa spending limitation of $1,100,078 (31,040,306 +
$59,772). Thus, DFP spent $53,094 in excess of the lowa spending limitation
(81,100,078 - $1,046,984).

Recommendation #3

The Audit staff recommends that, within 60 days of the service of this
memorandum, that DFP provide documentation which clearly demonstrates that
disbursements subject to the lowa spending limitation did not exceed the limitation.
Absent such a demonstration, should the amount by which the DFP spending exceeds the
state limitation for lowa be greater than the amount that its spending exceeds the overall
spending limitation, the Audit staff will recommend that the Commission determine that
the DFP be required to repay the U.S. Treasury $16,326 {$53,094 x 30.75].

Sections 434(b)(1), (2) and (4) of Title 2 of the United States Code state,
in part, that a political committee shall disclose the amount of cash on hand at the
beginning of the reporting period and the total amount of all receipts and all
disbursements for the reporting period and the calendar year,

g,

Attachment

Page 1 &) of 71




1

The Audit staff’s reconciliation of reported financial activity to bank
records for the calendar year 1997 revealed the following misstatements:

1. Beginning Cash on Hand

The Committee’s beginning cash on hand was overstated by
$257,125, the result of reporting discrepancies in prior periods." The correct reportable

cash on hand was $2,149,139.
2. Receipts
S
34 The Committee’s reported receipts were understated by $62,077.

The components of the misstatement are as follows:

Reported Receipts $404,001
% Interest Not Reported $13,058
Pt Transfers from GELAC not reported $11,486
: Transfers from DK not reported $30,162
Vendor refund not reported $2,662
Payroll offset not reported $ 551
Press Reimbursements not reported $ 4,688

Reconciling Item $ (530) $62.077

Correct Reportable Receipts $466,078

3. Disbursements

The Committee’s reported disbursements were understated by
$281,226. The components of the misstatement are as follows:

Reported Disbursement $2,152,876

Transfer to GELAC Not Reported $ 45,088

Transfers to DK Not Reported $186,773

Arithmetic Discrepancies within Total

Disbursements Reported $ 46,930

Cleared check reporied void E M2

Reconciling ltem $ 1,663 $ 282,388
Correct Reportable Disbursements $2.434,102

n The overstatement of beginning cash is the net effect of reporting errors in receipts and

disbursements in 1996 and 1995. These discrepancies were not material, owing to the magnitude
of bank activity for those periods. The Audit staff has identified receipts and disbursements in
1996 which account for approximately $190,000 of the ove d and has provided a
schedule of these corrections to DFP. lmtfac men Y
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4. Ending Cash On Hand

The reported ending cash on hand at December 31, 1997 was
overstated by $476,273, resulting from the misstatements detailed above. The correct
ending cash on hand was $181,115.

Recommendation #4

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, the Committee file a comprehensive amended report for calendar year
1997 correcting the misstatements noted above. In addition, the Audit staff recommends
that the Committee amend its most recently filed report to correct the ending cash on
hand.

Section 441a (a)(2)(A) of Title 2 of the United States Code states in part
that no multicandidate political committee shall make contributions to any candidate and
his authorized political committees with respect to any election to Federal office which,
in the aggregate, exceed $5,000. Section 441a (a)(7)(B) states that expenditures made by
any person in cooperation, consultation, or concert with, or at the request or suggestion
of, a candidate, his authorized political commitiees, or their agents, shall be considered to
be a contribution to such candidate. The section then states that the financing by any
person of the dissemination, distribution, or republication, in whole or in part, of any
broadcast or any written, graphic, or other form of campaign materials prepared by the
candidate, his campaign committees, or their authorized agents shall be considered to be
an expenditure. The purpose, content and timing of any speech-related expenditure
distinguish coordinated activity that gives rise to a contribution from other interaction.

- Express advocacy or an electioneering message is not required for ¢ expenaiﬁirer
coordinated with candidates and their campaigns to be considered contnbunons
e T————

Section 441a(d) of Title 2 of the United States Code provxdes that the
national committee of a political party may make a limited amount of “coordinated party
expenditures” in connection with the general election campaign of its Presidential
candidate that are not subject to, and do not count toward, the contribution and
expenditure limitations at 2 U.S.C. §§ 441a(a) and (b) including the expenditure
limitation for publicly-funded candidates. See also 11 CFR §110.7(a)(6). A coordinated
party expenditure in excess of the 2 U.S.C. §441a(d)(2) limitations would be subject to
the contribution limitations.

In determining whether specific communications paid for by parties were
coordinated expenditures subject to the 2 U.S.C. §441a(d\ifrationpfic Commission (/i
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has considered whether the communication refers to a “clearly identified candidate™ and
contains an “electioneering message” in Advisory Opinions (“A0”) 1984-15 and 1985-
14. Section 431(18) of Title 2 of the United States Code defines the term “clearly
identified” to mean that the name of the person involved appears, a photograph or
drawing of the candidate appears; or the identity of the candidate is apparent by
unambiguous reference, In AQ 1984-15, the Commission stated that the definition of
“electioneering message” includes statements designed to urge the public to elect a
certain candidate or party, or which would tend to diminish public support for one
candidate and garner support for another candidate. Citing AO 1984-15, the Commission
also stated in AO 1985-14 that “expenditures pursuant to 2 U.S.C. §441a(d) may be made
without consulitation or coordination with any candidate and may be made before the
party’s general election candidates are nominated.”

Section 100.7(a) of Title 11 of the Code of Federal Regulations states in
part that a contribution includes a gift, subscription, loan, advance, or deposit of money
or anything of value for the purpose of influencing a Federal election. Anything of value
includes all contributions in-kind.

Section 100.8(a)(1) of Title 11 of the Code of Federal Regulations defines
an expenditure to include any purchase, payment, distribution, loan, advance, deposit, gift
of money or anything of value, made by any person for the purpose of influencing any
election for federal office. Section 100.8(a)(1)(iv)(A) of Title 11 of the Code of Federal
Regulations states “anything of value” includes in-kind contributions. Section
104.13(a)(1) and (2) of Title 11 of the Code of Federal Regulations requires that each in-
kind contribution be reported as both a contribution and an expenditure.

Section 44 1a(f) of Title 2 of the United States Code prohibits candidates
or political committees from knowingly accepting any contribution that violates the
contribution limitations.

Section 110.8(e) of Title 11 of the Code of Federal Regulations states, in
part, that a political party may make reimbursements for expenses of a candidate who is
engaging in party building activities, without the payment being considered a
contribution to the candidate, and in the case of a presidential candidate, without the
payment charging to the spending limitation, if:

e The event is a bona fide party event or appearance; and,

e No aspect of the of the solicitation for the event, the setting of the event, and
the remarks or activities of the candidate in conjunction with the event were
for the purpose of influencing the candidate’s nomination or election.

The regulation also states that any such event or appearance occurring
after January 1 of the election year in which the individual is a candidate is presumptiveiy
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for the purpose of influencing the candidate’s election. This presumption can be rebutted
by making a showing to the Commission that the event or appearance was party related.

Section 9032.9 of Title 11 of the Code of Federal Regulations defines a
qualified campaign expense as a purchase, payment, distribution, loan, advance, deposit,
or gift of money or anything of value that is:

e incurred by or on behalf of a candidate or his or her authorized committee
from the date the individual becomes a candidate through the last day of the
candidate’s eligibility;

¢ made in connection with his or her campaign for nomination; and,

o neither the incurrence nor payment of which constitutes a violation of any law
of the United States or of any law of any State in which the expense is
incurred or paid.

An expenditure is made on behalf of a candidate, including a Vice
Presidential candidate, if it is made by:

e an authorized committee or any other agent of the candidate for the purpose of
making an expenditure;

¢ any person authorized or requested by the candidate, an authorized committee
of the candidate, or an agent of the candidate to make the expenditure; or

¢ acommittee which has been requested by the candidate, by an authorized
committee of the candidate, or by an agent of the candidate to make the
expenditure, even though such committee is not authorized in writing.

Section 9035.1(a)(1) of Title 11 of the Code of Federal Regulations, states,
in part, that no candidate or his authorized committees shall knowingly incur
expenditures in connection with the candidate’s campaign for nomination that in the
aggregate exceed $10,000,000 as adjusted uader 2 U.S.C. §441a(c).

Section 441a(b) and (c) of Title 2 of the United States Code makes
publicly-funded candidates subject to expenditure limitations. Section 9033(b)(1) of Title
26 of the United States Code requires that, to be eligible to receive public financing in the
primary election, a candidate must certify to the Commission that, inter alia, he or she
and his or her authorized committees will not incur qualified campaign expenses in
excess of the expenditure limitation. Section 441a(f) of Title 2 of the United States Code
prohibits candidates or political committees from knowingly making expenditures in
violation of the primary election expenditure limitation at 2 U.S.C. §441a(b).
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Section 9034.4(e) of Title 11 of the Code of Federal Regulations provides
the following rules that apply to candidates who receive public funding in both the
primary and general election. Any expenditure for goods or services that are used
exclusively for the primary election campaign are attributed to the primary commiitee’s
expenditure limits; any expenditure for goods or services that are used exclusively for the
general election campaign are attributed to the general election limits. Polling expenses
are attributed according to when the results of the poll are received. Overhead
expenditures and payroll costs are attributed according to when the usage occurs or the
work is performed, except for such costs associated with periods prior to a candidate’s
nomination when the office is used only by persons working exclusively on general
election campaign preparations. The costs of a campaign communication that does not
include a solicitation are attributed based on the date on which the communication is
broadcast, published or mailed. Media production costs for media communications that
are broadcast or published both before and afier the date of the candidate’s nomination
are attributed 50% to the primary election limits and 50% to the general election limits.
Distribution costs, including such costs as air time and advertising space in newspapers,
shall be paid for 100% by the primary or general election campaign depending on when
the communication is broadcast or distributed. Expenditures for campaign-related
transportation, food, and lodging are attributed according to when the trave] occurs,
except travel to and from the convention is attributed to the general election. The
relevant date for determining whether an expense is for the primary or general election is
the candidate’s date of nomination.

Sections 9034.7(a) and (b) of Title 11 of the Code of Federal Regulations
discuss expenses for travel by any individual, including the candidate, that are related to a
campaign for nomination for the office of President. It states that expenditures for such
travel are qualified campaign expenses. The relevant part of the regulation also states that
stops that include any campaign activity, other than incidental contacts, shall be
considered campaign stops. Campaign activity includes soliciting or receiving
contributions, or expressly advocating the election or defeat of the candidate. Other
factors, including the setting, timing and statements or expressions of the purpose of an
event and the substance of the remarks or speech made, will also be considered in
determining whether a stop is campaign related.

1.  Background

By March 31, 1996, DFP was approaching its spending limitation
with four and one half months of the primary campaign ahead. At March 31, DFP’s
disclosure reports show that it had incurred expenses applicable to the $30.91 million
limitation of $29.26 million."” Beginning in April of 1996, DFP substantially reduced its

12 Reported figures are taken from amended disclosure reports dated July 15, 1997. Amounts
applicable to the spending limitation do not include accounts payabie that would increase the
reported figure; accounts receivable that wauld reduce the reported figure; or, adjustrnents that

!

result from the audit. N : ;
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expenditures. In the period January through March of 1996, DFP reported average
operating expenditures of $5.83 miliion per month. In the period April through August
1996, average monthly operating expenditures were only $1.08 million. During 1996,
DFP’s reported cash on hand figure ranged from a high of $4.91 million at the end of
January, to a low of $651,000 at the end of February, and then climbed back to $3.45
million at the end of June.” Senator Dole secured enough convention delegates in late
March 1996, to assure his nomination.

DFP’s reduction in disbursements was accomplished, in part, by
having the RNC pay primary obligations and report them as coordinated general election
expenses pursuant to 2 U.S.C. 441a(d); by reducing payroll and moving a number of
employees and consultants to the RNC; by ceasing to pay for advertising while the RNC
launched a major “issue advertising” campaign; and, by ceasing to pay polling expenses
while the RNC began using DFP’s principal polling vendor. In each of these areas,
records indicate that the RNC may have supplemented DFP’s spending,.

The campaign’s likely financial and limitation situation was
recognized by the RNC as early as January of 1996. In an outline for a January 1996
Executive Council and Budget Committee Meeting," under the heading
Communications, it was noted that “We have issued a request for proposal to Republican
consultants to solicit ideas for how we can insulate our nominee-to-be during the April-
August interregnum. Paid advertising will be the necessary component of our message
management during this period, supplementing our bracketing and press efforts.” Ina
March 5,1996 memorandum from the RNC Chairman to Republican Leaders quoted in
the Senate Report (pages 8295 and 8296), the Chairman notes:

“Our nominee is likely (but not certain) to be known by the end of
March. Because of provisions of federal election law, our nominee
is likely to be broke and to have reached the spending limit allowed
by law... Assuming our nominee has reached the limit, he will not
be able to air radio and TV spots or conduct much in the way of
campaign activity untii the convention in August.”

Other quotes from this memorandum include the following
passages “[T}he party (the RNC and our state party organizations) are allowed to run
issue and generic party advertising, and we have a sizable (though it needs to be bigger)

13 Due to a shortage in the Presidential Primary Matching Payment Account the Treasury was unable
1o pay the fuil amount certified by the Commission in the early part of 1996 until April, May and
June.
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budget for that. We are scheduled to begin in April.” Lastly, “the party {could]
coordinate {its] generic advertising with anybody... .”

Finally, in an outline for a Team 100 conference call on April 18,
1996 (Senate Report pages 8356 and 8357) in which Senator Dole is shown as scheduled
participant, it is noted that “[t]he Dole for President campaign and the RNC have been
integrating our efforts for the past two weeks. All facets of the transition have been
smooth from fundraising to political operations to communications.”

Each of the four expense categories noted (Coordinated
Expenditures, Payroll, Media, and Polling) is discussed below. None of the expenses
discussed below were reported by the RNC as coordinated expenses pursuant to 2 U.S.C.
§441a(d).

2. DEPE Paid As Coordinated Exnendi

As noted above, the national party committee of a political party
may make expenditures in connection with the general election campaign of its nominee
for the office of President.”” Further, some such expenditures may be made before the
candidate is nominated. The key is that the expenditures must be in connection with the
candidate’s general election campaign. In advisory opinion 1984-15 the Commission
addressed the issue of prenomination expenditures under 2 U.S.C. 441a(d). In that
opinion the Commission concluded that the RNC could make expenditures for
advertising that would be for the purpose of diminishing support for the Democratic
nominee and garnering support for the eventual Republican nominee. Since the only
place that a choice between the Republican and Democratic nominees was available was
the general election, the expenditures were considered to be for that election. The
opinion notes that from the party’s perspective the general election can start before the
primary season ends if the nominees are apparent. However, it states that the proper
analytical focus is whether the expenditures for the television advertisements in question
were made for the purpose of influencing the outcome of the general election. The
opinion concludes that the ads in question effectively advocate the defeat of a clearly
identified candidate in the general election and thus have the purpose of influencing the
outcome of that election. The opinion addresses only media costs.

During the review of selected DFP vendor accounts, it was noted
that portions of some billings were not paid by DFP. Further research showed that
neither DK nor GELAC had paid the amounts, but that the RNC had reported paying
them as coordinated expenses. Records were requested from both and the RNC with
tespect to coordinated expenses and a thorough review was performed. The records
establish that DFP expenses totaling $936,245 were paid by the RNC. In most cases
these obligations had been billed to DFP and were submitted to the RNC with a cover

15 In 1996, the coordinated expenditure limitation for the national party committees on behalf of
their nominee’s for President was $11,994,000. The RNC reports incutring $11,729,438.
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memorandum from DFP’s Assistant Treasurer requesting that expenses be paid with
coordinated funds.

Examples of DFP expenses paid by the RNC include
approximately $70,000 to DFP’s office equipment and supply. In a number of cases
these billings were allocated between DFP, DK, and the GELAC, with the DFP portion
further allocated between exempt compliance (not applicable to the spending limitation)
and operating expenses. The RNC would frequently be asked to pay only the operating
expense portion of DFP’s share that would otherwise be applicable to the spending
limitation. Another example is the campaign’s insurance carrier. The RNC paid
approximately $21,000 that represented 37.5% of the annual premium. The policy ran
from April 1,1996 to April 1, 1997. Thirty seven and one half percent was four and one
half months of twelve months. Four and one half months covers through August 15, the
end of the primary. DFP purchased commercial air line tickets through US Air. The
RNC paid approximateiy $130,000 for flights beginning in June 1996 and apparently
ending with return flights from the convention. The RNC paid about $127,000 for DFP
telephone service and equipment. The charges for telephone service date back to
February of 1996 and continue up to the convention. The equipment payments include
two payments on DFP’s telephone equipment, July and August, totaling $38,608. This
equipment was eventually sold to DK as a capital asset. (See finding [{1.B. — Telephone
Equipment Leases and Purchases for further discussion of this subject.) The RNC paid
approximately $142,000 for Senator Dole’s speech writers and coaches for services
rendered from May 1996, through the convention. Finally, the RNC paid in excess of
$116,000 for rent, renovations, and related services for DFP’s headquarters. These
represent portions of the rent for July and the first half of August 1996, and renovations
in July.

The expenses are summarized by type below:

[ Expense Category i Total )

Travel and Event Expenses (including some

expenses billed to the press) $331,153
Rent 116,307
Overhead 130,428
Speech Writers & Coaches 142,491.
Telephone Expenses 126,708
Polling 46,844
Convention Related Travel and Expenses 27,409
Telemarketing 4,301
Miscellaneous 10,604
Total $936.245

It is noted that the expenses for polling include $44,000 for a
survey relating to vice presidential selection. The records available do not indicate when
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the survey was conducted or the results provided. Since it appears likely that such a
survey would be done in advance of the announcement of the Vice Presidential
candidate, it is included.

When the Audit staff reviewed the records maintained by the RNC
relating to these expenses, a discussion was held with counsel for the RNC. He explained
that it was the RNC’s position that once Senator Dole was assured of the nomination, it
was free to begin paying expenses under 2 U.S.C. 441a(d).

This matter was discussed with DFP representatives at the close of
fieldwork. After that meeting DFP submitted a statement arguing that the expenses were
proper coordinated expenses and that the analysis explained above is contrary to the
Commission’s own position. Quoting from Advisory Opinions 1984-15 (see discussion
above) and 1985-14, and the Commission’s brief in Colorado Republican Federal
Campaign Committee v, FEC, DFP seeks to establish that there is no bright line rule that
restricts coordinated expenses to a period after the candidate’s nomination and that it is
not relevant whether the candidate is assured the nomination when the expenses are paid.
However DFP states that when the coordinated expenses were paid beginning in April,
Senator Dole was assured the nomination. DFP concludes by stating that the
expenditures challenged by the Audit staff “were made with an eye toward the general
election and, regardless of purpose, are as a matter of law coordinated general election
expenditures.”

DFP is correct that expenditures may be made before the candidate
is nominated that are properly considered coordinated expenses. It is further correct that
the candidate need not be assured his party’s nomination. However, DFP fails to note
that the election that the expenditure seeks to influence is the determining factor.

" Contrary to DFP’s opinion the purpose of the expenditure is important and the standard is
not an “eye toward the general election.” These expenses were incurred in connection
with Senator Dole’s campaign for nomination, not the campaign for election. They fall
squarely within the definition of qualified campaign expense at 11 CFR §9032.9 and are
attributable to the primary campaign under 11 CFR §9035.1(a)(1). Advisory Opinion
1984-15 discusses only expenses for television ads, but makes it clear that the election to
which the expenses relate is the critical factor. These expenses were incurred in
connection with the primary election, most by the primary principal campaign committee,
are for primary period expenses, and inciude no media expenses. They would clearly be
expenses applicable to the primary spending limitation if paid by DFP. Transferring the
unpaid invoices to the RNC does not change the nature of the expenses.

In addition, Counsel to the RNC submitted an affidavit in which he
made the following comments:

“Ini March, 1996, the RNC determined that Senator Dole was the
presumptive Republican nominee for President. The RNC made this
determination pursuant to the Republican Party’s rules based on the L/
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number of delegates Senator Dole had won as of that date in the
Republican primaries, caucuses and conventions. Because Senator
Dole was the presumptive nominee, the RNC determined that it was
allowed under the Party’s rules to assist DFP as permitted by law.”

“Accordingly, between April, 1996 and the Republican National
Convention in August, 1996, the RNC made a number of
coordinated expenditures pursuant to 2 U.S.C. 441a(d)(2) on behalf
of DFP. All of these coordinated expenditures were duly reported to
the Commisston on the RNC’s monthly FEC reports. Likewise,
after the Republican National Convention, the RNC made numerous
coordinated expenditures on behalf of DFP and duly reported these
expenditures.”

There is no doubt that by the end of March of 1996, Senator Dole
was the Republican Party’s presumptive nominee. However, as counsel states these
expenditures were on behalf of “DFP”, Senator Dole’s primary campaign. Further,
Counsel neglects to take note of the requirement that such expenditures must be in
connection with the candidate’s general election.

The Audit staff concludes that $936,245 of the expenses paid by
the RNC pursuant to 2 U.S.C. 441a (d) are DFP expenses and therefore represent an in-
kind contribution from the RNC. Of this amount, $38,608 relates to payments on DFP
telephone equipment and is discussed in more detail in Finding IIL.B. — Telephone
Leases and Purchases, and $116,307 is discussed in Finding I11.C. — Headquarters Rent
and Security Deposits, leaving a balance of $781,330. Of this amount the overhead
portions are eligible for a compliance exemption of 17.9% or $39,117. The reraining
$742,213 is applicable to the spending limitation.

Recommendation #5 |

The Audit staff recommends that within 60 calendar days of service of this report,
DFP present evidence demonstrating that expenses paid by the RNC totaling $781,330
were properly paid pursuant to 2 U.S.C. 441a(d) and do not represent contributions in-
kind. The evidence presented should establish that the expenditures were made in
connection to Senator Dole’s campaign for election rather than his campaign for
nomination. Absent such evidence, the Audit staff will recommend that $781,330 be
determined to be a contribution from the RNC and $742,213 ($781,330 less a compliance
exemption) be attributed to DFP’s spending limitation.

3. Payroll

Between January and mid-August of 1996, the number of
employees on DFP’s payroll ranged from high of 227 for the February 15, payroll to 57

for the May 15, payroll. The largest drops came between March 15 and rﬁ'nl 1, »ll?en 50
ttachme
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employees were dropped and between April 1 and April 15, when 63 employees were
dropped. On April 15, DFP had only 58 employees. Further research showed that a
number of the former employees appeared on the RNC's payroll with no break in
employment, and that other former employees and consultants were paid on a consulting
basis by the RNC. With few exceptions the consulting payments were reported as in-kind
transfers to various state parties. Many of these employees and consultants returned to
the campaign payroll with the first DK payroll on August 30,1996 or were paid as
consultants by DK.

A March 29, 1996 memorandum from RNC Chairman, Haley
Barbour to DFP Campaign Manager Scott Reed {Senate Réport at 8351 to 8354) explains
the staffing changes that were occurring:

“In addition to employing Jo-Anne Coe as Deputy Finance
Chairman and seven former DFP finance personnel, the RNC is
asking a number of former DFP employees and consultants to come
to wark for us as we ramp up our campaign and surrogate activities
in the wake of Senator Dole’s capturing the nomination.”

The memorandum then explains that the new hires will be assigned
to the Campaign Operations Division and the Surrogate Division with one exception
assigned to the Research Division. The memorandum then goes on to explain:

“The Surrogate Division under Agnes Warfield is responsible for
developing plans for and implementing surrogate travel for the needs
of our Finance, Communications and Campaign Operations
divisions, including the needs of state parties.

“Among the surrogates will be/Senator Dole And Mrs. Dole, Robin
Dole, and various others who have served as/DFP surrogates./ Jo-
Anne Coe will be our trigger person on travel requests for the
Senator, Mrs. Dole and Robin. Requests will go to Jo-Anne from
Agnes, and once Jo-Anne has notified Agnes’ office the requested
travel is approved by whichever family member, the Surrogate
Division will manage these trips. To facilitate matters in that regard,
we are bring over six former DFP advance staff ( Hugh Addington,
Kim Fuller, Matt Mlynerzyk, Patty Karounos, Randy Snow and
Steve Ross)' and three events people who have been working on

18 Fuller and Ross were paid by the RNC for April and May. In June, July and the first part of
August, their salaries were allocated between the RNC and DFP.
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Mrs. Dole’s travel (Tom Doyle, Dave Rettig and Dave West)"",
Since travel by Senater and Mrs. Dole is so crucial to the RNC’s
fundraising and organizational goals, we are beefing up our
surrogate operations as never before.

“All of these people (the six advance staff and three Mrs. Dole staff
but not including Jo-Anne Coe) will report to and work for Agnes
Warfield. An organizational structure for the Surrogate Division has
been set up.”

The memorandum goes on to explain that only the RNC Surrogate
Division had authority to schedule events or spend money in connection with an RNC
event. It also states that the law does not allow surrogates to control events at which they
appear as surrogates for the Wﬁammic . It goes on to say that all former
DFP-employees must réport in fact as well as on paper to the RNC and that “all decisions
about spending RNC funds in association with any event attended by Senator Dole or any
‘Dole’ surrogate must be controlled by the RNC Surrogate Division.”

In a final paragraph concerning Senator Dole’s travel the
memorandum explains:

“While this will require a change from past practices for Senator and
Mrs. Dole, our bringing on Jo-Anne Coe and several former DFP
travel staff to work on their travel should make the transition an easy
and comfortable one for them.”

With respect to former DFP staff and consultants who were to be
paid as consuliants by the RNC, the memorandum states:

“As to the former senior DFP consultants and field staff, the plan for
them is a little more complicated as we need to use most of them in
the field, working with our own RFRs and state parties to update
Victory ‘96 plans. All 12 (including Bob Ward, who will work on
polling and opinion research in the building) will work for Curt
Anderson and the Campaign Operations Division. They will report
to Curt and work laterally with our RFRs. In turn Curt will assign
each to work with our RFRs in certain states to help those states:

“Update Victory ‘96 plans in light of our having a presidential
nominee; in states with GOP govemors, solicit and include the ideas

17 A search of DFP, DK, GELAC, and RNC payroll records indicate that neither Tom Doyle nor
\D{v: West were paid a salary between April 1 and September 30, 1996. Tom Doyle was paid
expense reimbursements during that time by the RNC and one consulting payment on QOctober 2
and some expense reimbursements by DK. DFP records contain no payments to either indiviclual,
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and plans of the governor and his potitical operation in the state
plan; solicit and include the ideas and plans of Republican senators
and governors in the state plan; hammer out the updated Victory ‘96
plan by May 15; assist in raising the revenue necessary and
recruiting the leadership and manpower necessary to iraplement the
plan in the state; participate as appropriate in the delegate tracking
operation to the extent the Committee on Arrangements needs
assistance: and to do such other tasks in their assigned states as
necessary.

“The RNC will pay for the services of these former DFP senior
consultants and field staff to the various state parties as an in-kind
transfer. They will be working with the state parties. Again it is
crucial for legal as well as operational reasons, that all authority over
the work this group does rests with Curt Anderson of the RNC.

“Your former senior consultants will each be assigned to several
states. The former DFP field reps will either be assigned to one or
two states, depending on the size of the states involved.”

Also, the April 18, 1996 Team 100 Conference Call outline
referenced earlier (Senate Report at 8356 and 8357) makes note of the purpose and
budget of Victory ‘96. It states that “[t}he purpose of Victory 96 is to elect Bob Dole as
the next President of the United States”, and that “Victory 96 and Team 100 will be
working hand in hand to raise the $50 million dollars needed to elect Bob Dole
president”. Later in the same document it is noted “[2]s John mentioned, the Victory 96
budget is $50 million dollars for the presidential campaign.”

The staff who moved from the DFP to the RNC falls into three
groups: Advance Staff; Other Employees, and Consultants. Each is discussed below.

a. Advance Staff

As the March 29, 1996 memorandum cited above explains,
a number of advance staff members were transferred from DFP to the RNC. Those
persons were to work on Senator and Mrs. Dole’s travel. A review of DFP and RNC’s
payroll records™ and Senator Dole’s travel itineraries indicate that the number of
employees transferred to work on DFP traval was {2 plus Jo-Anne Coe who was,
according to the March 29 memorandum, responsible for scheduling. The 12 staff
members include 7 of the people mentioned in the memorandum. Of the 12 advance staff
members, 11 were on the DFP payroll through March of 1996. Dave Rettig received his
last DFP salary payment on February 15, 1996. All 12 were paid by the RNC beginning

18 Some payroll and other expenditure information was obtained via subpoena from the RNC.
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in April, 1996. Jo-Anne Coe was paid on an allocated basis by DFP and the GELAC
through March of 1996, her salary for the first part of April was allocated between the
RNC and the GELAC, and then she was paid by the RNC until after the election. She
then rejoined the campaign payroll.

The candidate’s travel itineraries establish the extent to
which employees who had left the DFP payroll continued to provide advance and travel
services. Those records show that of the 12 advance staff members noted, 11 appeared on
DFP itineraries on between 11 and 68 days while on the RNC payroll. Another appeared
only eight times but left the RNC payroll in June and was not paid again by the RNC or
the Dole campaign. Of the 12 staff members in question, two are shown as trip
coordinators; three are assigned to the press although most of the party events attended by
Senator Dole were closed to the press; three are designated *lead”; three are shown as
contact persons for the trips; and, one is designated “staff”. In most instances these
functional descriptions appear consistently both while the person was on the DFP payroll
and while they were being paid by the RNC. With the exception of the individual who
left the RNC payroll in June of 1996, each of the advance staff members appeared on
DK’s first payroll on August 30, 1996.

During the period April 9 through the Candidate’s arrival in
San Diego for the convention, DFP’s air travel records document at least 129 campaign
flights. At many of the travel destinations, Senator Dole’s schedule included some sort of
party related event. These included state party conventions, county party events and
party unity rallies. However, the most numerous party events were the 67 Victory ‘96
held events at 60 destinations. The first Victory ‘96 event was on April 11, shortly after
the majority of the 12 employees were placed on the RNC payroil. In many cases these
were brief appearances that were often meetings or receptions with small numbers of
people and, with only four exceptions, were closed to the press.” Of the 67 events, the
Candidate attended more than half for 30 minutes or less, and more than half were
attended by 30 or fewer persons. At only four of the travel destinations were the Victory
‘96 events the only events shown on the itinerary. In all other cases there was some other
event including campaign events or other party events such as Unity Rallies and state
conventions.

The regulations cited above state that during the election
year a candidate’s appearance at party events is presumed to be {or the purpose of
influencing the candidate’s election unless the candidate demonstrates otherwise.

Further, any travel destination that includes both campaign events and non-campaign
events will be considered to be a campaign destination. The cost of the campaign’s travel
to such events, including the advance work for that travel, is a qualified campaign
expense and attributable to the candidate’s spending limitation. The travel discussed
above relates to trips that, in the majority of cases, included both DFP events and paity

19 As weuld be expected, the Candidate traveled with a substantial press corps on the campaign
aircraft. It is assumed that local press would also cover the Candidzte's visits.
v L Lub“l“ﬁ”[ — ’L
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sponsored events. In no case has the campaign established that a travel destination that
included only party events was not in connection to Senator Dole’s campaign. Further, in
the case of the Victory ‘96 events, the most numerous, the stated purpose of the program
was to elect Senator Dole President of the United States. Therefore, it is concluded that
the salary and expenses of the 12 former staff members that were employed by the RNC
to work on DFP travel represent in-kind contributions from the RNC and that the amount
is attributable to the DFP spending limitation. Net salary for the 12 staff members is
$100,384, and expense reimbursements are $35,359, for a total of $135,743. Additional
amounts may be determined based on information obtained from the RNC under an
ongoing subpoena, such as gross salaries, other associated payroll costs, and additional
travel expenses paid to entities other than the traveler such as airlines, hotels, etc.

b. Other Employees

In addition to the advance staff, there are seven other staff
members, including Jo-Anne Coe, who left the DFP payroll at the end of March 1996. In
all seven cases the individuals’ salaries were being allocated between DFP and the
GELAC or paid by the GELAC only at the time they received their last salary payment
from the campaign Three of the seven individuals were paid jointly by the RNC and the
GELAC for the first part of April and were paid by the RNC thereafter. The other four
were paid by the RNC only for all of April and thereafier. Each of these seven
individuals is listed on a document found in campaign travel files titled “Supplemental
Staff List (Mailroom).” This listing is dated September 9, 1996 and has columns for
name, affiliation, disposition, and comment. Under affiliation one of the seven
individuals is described as “ACCOUNTING” and is apparently located at an accounting
firm and “...not located in this building”. The other six are under a heading of “Finance”
and it is noted that their mail goes to the RNC. It was also noted that six of the
individuals appear on DFP travel itineraries at least once and as many as six times while
on the RNC'’s payroll. None of these individuals appears on the DK payroll, however all
but one receive their iast salary payment from the RNC at the end of November. As
noted above Jo-Anne Coe returned to the DFP payroll during the winding down period.
Given the above, it appears that the campaign considered these seven individuals to be
part of their staff and presumably working on behalf of the campaign.

Although the March 29 Barbour memorandum cited above
acknowledges that a number of former DFP finance personnel will be employed by the
RNC, there is no information in that document about their duties. In the case of Jo-Anne
Coe, it appears that in addition to controlling the travel of Senator and Mrs. Dole, she was
involved in fundraising for Victory ‘96. She authored an April 11, 1996 memorandum to
Chairman Barbour (Senate Report at 8360)discussing a “plan to raise $14 million in hard
money for Victory ‘96 by solicitations to the Dole for President donors.” As noted earlier
the stated purpose of the Victory ‘96 program was to elect Senator Dole president.

Given that the Dole campaign considered these individuals
to be “Supplemental Staff”, and Jo-Anne Coe’s duties with respect to the Candidate and
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Mrs. Dole’s travel as well as Victory ‘96 fundraising, it is concluded that these 7
individual’s salaries are conributions in-kind to DFP and are attributable to the spending
limitation. Net salaries for these seven individuals total $110,875. As with the advance
staff, additional information to be obtained from the RNC will identify gross salary costs,
other related payroll expenses, and may provide additional information on associated
expenses.

c. Consultants

Finally there is a group of 12 individuals and vendors who
were paid on a consulting basis by the RNC, plus Robert Ward who was paid a salary.
Each of the 12 consultants appears to have been paid through March 1996 by DFP, Son a
salaried basis and 7 as consultants. Beginning in April each was paid a consulting fee
and expense reimbursements by the RNC. The six individuals who had been salaried
employees of DFP (5 noted above and MR. Ward), also appear on DK's first payroli on
August 30, 1996. Of the DFP consultants, four are paid consulting fees and expenses by
DK, one received 2 $10,500 fee plus expenses for a survey, and two received only
expense reimbursements from DK.

Chairman Barbour’s March 29, 1996 memorandum (Senate
Report at 8351 to 8§354) discusses these individuals and how the payments made by the
RNC would be reported. As he states, except for Mr. Ward, these consultants are
apparently assigned to various states and the payments are, with few exceptions, reported
as in-kind transfers to state party committees. Chairman Barbour’s memorandum also
makes it clear that the work that the consultants will be doing, in large part, relates to
changes that need to be made in the parties plans to reflect Senator Dole’s becoming the
party’s apparent nominee. Mr. Ward worked on polling and opinion research at RNC
headquarters.

Given the information available and the pattern of other
expenses apparently shifted to the RNC, it is concluded that the payments to these 12
consultants and Mr. Ward are contributions in-kind to DFP, and are attributable to DFP’s
spending limitation. The salary, consulting payments and expenses for the thirteen
entities total $175,344. Again information obtained from the RNC may identify
additional expenses.

Presented below is a table that summarizes the information

presented with respect compensation and expenses paid to former DFP employees and
consultants,
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RNC Payments to Former DFP Employees and Consultants

Payee Compensation Expenses Total
Advance Staff
Addington, Hugh $10,914 - $1,491
Baker, Brian $7,729 $1,031
Cisnerios, Adrienne $5,546 $5,215
Fuller, Kim v $7.505 $344
Garlikov, Andrew $5,107 $2,297
Karounos, Patricia «/- $7,756 $300
Miynerczyk, Matt v $9,050 $10,033
Rettig, David v $10,313 $1,311
Ross, Steve $7,589 $2,029
Snow, Randy ¥ $10,118 $5,162
Webber, Jennifer $9,775 $742
Weiss, Jeffery £8.982 $5,404 —
Total $100,384 $35,359 $135,743
Qther Employees
Coe, Jo-Anne $24,754 50
Gately, Charles $15,497 $6
Guesaier, Kelly $15,500 $0
Miller, Mark $18,542 $0
Rogers, Jana $9,687 $0
Roth, Royal $13,936 g0
Van Hove, Laura $12.95¢ 30
Total $110,875 $0 $110,875
Consultants 1/
Armadoff, Dean $32,481
. Camey, Dave $12,761
Doyle, Dave -Marketing $11,491
Resource Group
Hansen, Beth $11,092
Hesse, Michael $10,602
The Maddox Group $8,393
Mahoney & Associates $19,717
Matter, Scoit $10,840
McSherry, Mike $17,665
Murphy, James -JLM Consulting $10,172
Tompkins, Warren $13,037
Ward, Robert $1L,72%
Young, Paul $5372
Total $175,344 3175344
Grand Total $421.962
1/ Available records do not pemmit the separation of consulting and expenses.
Att Y
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Salary and expenses payments made by the RNC were
discussed with DFP representatives at the ciose of the audit field work. Subsequently,
DFP submitted an affidavit from RNC Counsel that discussed the expenses in general
terms. Counsel states that:

“Between April, 1996, and August, 1996, the RNC hired a number
of people who had previously worked for Dole for President, Inc.
(“DFP”) and employed them in several of the RNC’s divisions.
These divisions included the Finance and Campaign divisions.
When the former DFP staff were hired, they went through
mandatory training sessions on RNC personnel policies and
election-law compliance. The individuals the RNC employed
during this time period, including the ex-DFP staff, worked on RNC
projects that unless allocated to DFP were designed to benefit the
entire Republican ticket. These projects inciuded fundraising for the
Victory ‘96 program, which raised funds for the RNC’s federal and
non-federal accounts. All RNC staff employed during this time
period, including Former DFP staff, reported to RNC personnel in
their respective divisions.”

“Between April, 1996 and August, 1996, the RNC incurred certain
travel expenses. These expenses were incurred in connection with
RNC and state and local Republican Party fundraising and party-
building events.”

This explanation lacks any specifics with respect to the
individuals and vendors noted above, and it does not address how hiring DFP staff to
handle the candidate’s travel during the election year and to destinations that include both
campaign and party events is an RNC expense. Further, it does not address the
statements in RNC documents that suggest that the Victory ‘96 program was designed to
elect Senator Dole president.

Recommendation #6

The Audit staff recommends that, within 60 days of service of this memorandum,
DFP present evidence that the individuals and vendors listed above were providing
services solely for the benefit of the RNC rather than for DFP. Such evidence should
include detailed descriptions of each payees duties and how those duties relate only to the
RNC. Absent the presentation of such evidence the Audit staff will recommend that the
payments listed totaling $421,962 be determined to be in-kind contributions. Further, it
will be recommended that the amount be attributed to DFP’s spending limitation.
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4. Media

A review of media placements and production costs incurred by the
RNC was undertaken. Three vendors were identified as part of the RNC program: Multi-
Media Services, Inc. (Multi Media); New Century Media Group, Inc. (New Century); and
Target Enterprises Ltd.(Target). Each and its role is discussed below. Also, evidence of
coordination between the RNC and DFP and its agents is presented. Finally, an
evaluation of the advertisements identified as part of the RNC’s media program is
included.

DFP paid for no media placements after April 1, 1996. Prior to
that date, it had placed advertising through Multi Media of approximately $4.8 miliion.
In a May 16, 1996™ News Release (Senate Report at 8319) the RNC announced that it
was launching a $20 million issue advocacy advertising campaign to run through the
Republican National Convention in August of 1996. The News release explains that the
ads to be run would address “a balanced budget, tax cuts for working families and for
economic growth, genuine welfare reform and moving power and money away from
Washington and back to the people and their states and communities.” The first ad was
to address “Bill Clinton’s many flip-flops and position changes on balancing the budget.”
The News Release concludes that:

“Yesterday, Bob Dole picked up the flag of our party to carry it to
victory in the November elections against Bill Clinton. Now the
Republican National Committee will rally behind his leadership and
use this issue-advocacy campaign to show the difference between
Dole and Clinton and between Republicans and Democrats on issues
facing our country, so we can engage full-time in one of the most
consequential elections in our history.”

Records obtained by the Commission from Multi Media establish
that the ad campaign was focused in 18 states.” A March 18, 1996 memorandum from
Curt Anderson to RNC Chairman Haley Barbour (Senate Report at 8336 and 8337)
explains bath the selection of the states and the funding of the program. The
memoranduim states that:

20 Other RNC documents cited above indicate that the media program was to start in April. Multi-
Media Services, Inc. records shiow a small number of placements in April.

2 Those states are California, Colorado, Florida, Georgia, lowa, Illinois, Kentucky, Louisiana,
Michigan, Missouri, Montana, Nevada, New Hampshire, New Mexico, Ohio, Pennsylvania,
Tennessee, and Washington. In addition a relatively small amount of TV time was purchased in

Washington, DC,
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“The following chart clearly demonstrates what we already know,
that any media we place in the target presidential states should be
placed through state parties. The average ballot allocations in the
top 17 rarget states is 37% federal - 63% non-federal, this obviously
contrasts very well with our 65% federal - 35% non-federal
allocation.” {emphasis added)

Thirteen of the 18 states eventually included appear on this
list.

As noted a chart followed listing each state’s federal-non-
federal allocation percentage and a calculation of “Federal $'s saved” of $2.8 million by
placing ads through the state parties rather than directly through the RNC. The
memorandum concludes by stating that although working through the state parties was a
“book keeping hassle”, the RNC’s field staff could insure that they made good on any
arrangements made with them.

Another Anderson memorandum to Chairman Barbour,
dated May 22, 1996, (Senate Report at 4150} also discusses the media campaign and its
purpose. It provides some pros and cons on including and excluding specific markets. It
then continues:

“The point that needs to be reiterated is that this plan is based on the
premise that right now we should be targeting those markets that can
not be considered core partisan for either party. This assumes that
if, over the course of the summer, we raise the water level for Dole
support in the must win marginal markets, the historically core
Republican markets will swing our way. Secondly, the targeted
swing markets represented are the most difficult must win voters.
This being the case, it makes sense to vie for these votes now, in the
hope that DFP can close the deal in the fall. More to the point,
playing for the swing markets should keep them from moving to
core Clinton/Gore.”

These memoranda clearly establish that this advertising
campaign was designed to influence the Presidential election and explain how the
disbursements were to be ronted. Information obtained from Multi Media documents the
extent of the program in each state. In those records, each of the 18 states and the RNC
are recorded as separate clients, for example “RNC-KY™ for the air time purchased in
Kentucky. According to its records, the total amount paid to Multi Media by the eighteen
state party committees and the RNC is at least $16,490,756. Disclosure reports filed by
many of these state party committees suggest that much of the money used to pay Multi
Media was transferred from the RNC to the state party. This is consistent with the
discussion in the Anderson March 18, 1996 memorandum gi ﬁ ?fmen first payment
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made by the RNC in 1996 to Muliti Media was on May 9, 1996. Prior to this media
campaign it does not appear that the RNC used Multi Media’s services.

Ancther vendor that was apparently part of the RNC media
effort was New Century. New Century’s President, Don Sipple had also worked for DFP
until April of 1996. His last payment from DFP was on April 22, 1996, for an invoice
dated April 1, 1996. When he was employed by DFP he was paid under the name
Strategic Communication, Inc. The RNC paid New Century $668,946. of which
$396,449 was reported as coordinated expenditurss on behalf of DK pursuant to 2 U.S.C.
441a(d). The first coordinated payment, $250,000, was made on July 19, 1996. The
remaining $272,497 was paid between May 10 and August 22, 1996 for consulting,
media costs, and production costs. The advertisements identified to date as having been
produced by the RNC for this advertising effort are associated with New Century Media
or Mr. Sipple. DK also used New Century’s services in the early part of the general
election campaign. In fact, New Century shared the 10th floor of DFP/DK headquarters,
the samne floor on which Senator Dole’s office was located. Also, beginning on June 1,
New Century assumed the lease on telephone equipment that had been leased by DFP.
DK made one consuiting payment to New Century in May of 1996 and then numerous
payments beginning on August 20, 1996. New Century’s contract with DK was canceled
on September 4, 1996 and it ceased operations shortly thereafter.

A third vendor that appears to have worked on the RNC
media campaign was Target. The RNC paid Target a total of $8,807,493. Of this amount
$7,666,508 in payments beginning on August 5, 1996 were reported as coordinated
expenditures on behalf of DK. The remaining $1,140,985 was paid between May 9,
1996, and June 25, 1996. Again the RNC does not appear to have used Target’s services
before that time. This period corresponds with the beginning of the other payments made
in connection with this advertising campaign. Further, a listing was found in Muiti
Media’s records showing the targeted states and advertisement numbers that correspond
to one of the ads produced by New Century. The date is July 8, 1996 and it was faxed
from Target. This along with other Muiti Media records establish that Target was
working with Multi Media on placing the RNC’s ads produced by New Century. Target
and New Century were also associated during the general election. Target was selected
by New Century to place advertising for DK. Target continued in this capacity after New
Century’s contract was canceled in early September of 1996.

It is clear from above that the same vendors and consultants
worked on the media programs for DFP, DK, and the RNC. It is apparent that, at Jeast in
part, the work was being done simultaneously. For example, DFP records indicate that
Mr. Sipple was paid by the DFP through April of 1996. His first payment from the RNC
(as New Century) was a check dated May 10, 1996 and his first consulting payment was
dated May 30, 1996. DK also paid New Century for consulting in May of 1996. The
video tapes of the RNC ads carry dates as early as May 5, 1996. Given that some time is
required to plan and create these ads, there is little doubt that his work for DFP and the
RNC overlapped and he was clearly being paid simultaneously by the RNC and DK.
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Another example is Multi Media and Target. Multi Media worked for both DFP and the
RNC. Multi Media and Target worked together on the RNC media piacements, and
Target worked for both the RNC and DK. Target was selected for the DK work by Mr.
Sipple who worked for all three entities. Given this close association it would be difficult
for there not to have been coordination of the projects among the various organizations.
The Commission has viewed such situations as an indication of coordination pursuant to
11 CFR §109.1(b)(4).

There is, however, other more direct evidence of
coordination between the committees. In an undated memorandum from Mr. Sipple to
Chairman Barbour and Scott Reed, with a copy to Tony Fabrizio, (Senate Report at 8321)
the RNC ad campaign was discussed. Scott Reed is the Campaign Manager of both DFP
and DK and Tony Fabrizio did polling for all three entities through Fabrizio, McLaughlin
and Associates, Inc. and, according to Mr. Sipple is the owner of Multi Media. The
memeo states:

“As you lock at the RNC buy as laid down - essentially we have one
additional spot to air. Thus, we should be changing spots around July 10th
or 11th. As per our discussion Wednesday evening, it is my view that
what we run should have significant force that Clinton and the Democrats
are compelled to respond.

“Whether one likes the “Benefits for Illegais™? spot or not - the Dems
responded. Any time they’re responding to our issues means they are not
putting money behind a proactive issue of theirs. Our last spot should
create this environment as well.

“I propose we do a spot on the consteliation of ethics problems facing
Clinton and his administration. It should be credibly presented using
headlines etc. and should include his own quote ‘We will have the most
ethical administration in history...” There might be a FBI files piece
(perhaps Freech [sic]), Whitewater convictions, eight cabinet members
under investigation, and Travelgate. The purpose of doing this ad would
be to connect the dots for the American people - to demonstrate a person
of behavior, Additionally, this is a spot that DFP general shouldn’t get to
until late (if at all, in advertising). And it may have the benefit of picking
up these stories and moving them along as they may ebb in the news
coverage.

“Let me know your thoughts.”

First, this memorandum is seeking input for the RNC
advertising campaign from the Campaign Manager of DFP and DK, a clear effort to

. . . !
22 ‘The ad entitled “More" dealt with this issue. See the description of K’ﬁ%ddﬁ'ﬁ’f'eﬂt kg
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coordinate the program and give the campaign a voice in the RNC ad campaign. Second,
it clearly shows that issues were not the point of the campaign but, as shown by several
other documents cited above, to influence the outcome of the presidential election.
Finally, it discusses what the RNC could do that would help the campaign in the fall. It is
an effort to coordinate the media programs of both the campaign and the RNC, by the
person who was directing both efforts.

The mention of the Wednesday meeting is also significant.
Mr. Sipple has testified that:

“In general terms relating to these ads, several people would have dinner
each Wednesday night at the RNC in Haley Barbour’s office to discuss
Party strategy and the ongoing campaign. The ads were usually part of
the discussion, These discussions would include the rationale for specific
ads, timing of when they should air, and targeting. Following those
meetings I would write, or have other producers write, script treatrnents.
These would then be transmitted to Ed Gillespie, who would be in charge
of obtaining the necessary approvals at the RNC, including that of legal
counsel’s office. The Wednesday night dinner was usually attended by
Haley Barbour, Ed Gillespie, Don Fierce, Joe Gaylord, Speaker Gingrich,
Tony Fabrizio, Fred Steeper, Scott Reed, and myseif.”

Again the campaign is represented at the highest level at
these meetings establishing coordination between the carnpaign and the RNC. Also in
attendance are individuals that are handling polling and media for both the campaign and
the RNC,

Another indication of Scott Reed’s involvement in the
coordination of the media programs is found in a memorandum from Haley Barbour to
Curt Anderson (Senate Report at 8320). The memorandum responds to a proposal to
spend $800,000 on a series of Unity Events.” Chairman Barbour expresses budgetary
reservations and then explains:

“I will reach out to Scott Reed to ask him to consider whether the Dole
campaign would want us to 1) reduce other spending, such as the issue
advocacy television advertising, by $800,000: 2) significantly increase the
number and lead time for Victory ‘96 events in order to offset these costs
(although I am not convinced at this time that the Victory ‘96 events will
produce the revenue currently anticipated and budgeted for expenditure
[sic]: 3) not spend the sum requested for Unity Events: or 4) consider
some other alternative.

2 The Candidate’s travel itineraries show a number of party unity events beginning in late May of
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*I have not had a chance to talk to Scott yet, so hold this response close
until he and I can discuss it.”

Again it is clearly stated that the media campaign as well as
other aspects of the RNC'’s activities were being coordinated with the Dole campaign.

Another indication of how closely the campaign and the
RNC were working can be seen in the Anderson memorandum to Chairman Barbour,
dated May 22, 1996, (Senate Report at 4150). In that memorandum Anderson states:

“One of the most important things that we will need to monitor is to insure
that any and all traffic changes be agreed upon by the RNC. This sounds
basic, but stranger things have happened. Some of the campaign
personnel continue to see RNC resources as at their command and
disposal.

This language suggests that some of the people involved in
the advertising effort considered the campaign and RNC resources as a single pool to be
used to further the campaign.

Finally, it is clear that the Candidate was well aware of the
RNC’s efforts. In an interview from Orlando, Florida with Ted Koppel on June 6, 1996
(Senate Report at 4153 and 4154) he was asked about the campaign being close to the
spending limitation. In response he explained:

“Well let me explain how we sort of reached those limits. We had a tough
primary, as you know. Seven and eight candidates. And we had to spend
a jot of money to win the nomination. President Clinton, on the other
hand had virtually no opposition, but he still gets $10 million in federal
subsidies, even though he had no real contest.

“But we can, through the Republican National Committee, through what
we call the Victory ‘96 program, run television ads and other advertising.
It’s called generic. It’s not Bob Dole for president. In fact, there’s an ad
running now, hopefully in Orlando, a 60-second spot about the Bob Dole
story: Who is Bob Dole? What’s he all about? Pretty much the same
question that Ted Koppel asked me . So we’ll do that.

“And then come August, we’ll have about $72 million, as will the
president, for our campaign for the remainder of August after the
convention, September, October, up through November 5. So we’ll both
be equally funded in August.”

In response to a follow up question about what was meant by
“generic,” Senator Dole went on to say: U
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“It doesn’t say ‘Bob Dole for president.” It has my - - It talks about the
Bob Dole story. It also talks about issues. It never mentions the word
that I'm - - it never says that I’m running for president. though I hope that
it’s fairly obvious, since I'm the only one in the picture!”

The information presented above establishes that the RNC
advertising effort was closely coordinated with Dole campaign. The same vendors were
used for the advertising efforts run by the campaign and the RNC, and at times work was
ongoing simultaneously. As will be established below, and as is shown by some of the
documents cited above, both committees had the same goal, to elect Bob Dole president.
Further, it is clear that at least the Campaign Manager was routinely involved in the RNC
media campaign. His advice was sought on budgetary matters and on ad content, and he
was included in the RNC’s regular planning sessions. Further, the evidence clearly
shows that the Candidate was fully aware of the effort and in at least one case was
familiar with the ads being aired. He was also fully aware that this program was being
used to keep his campaign going after it had nearly exhausted its spending limitation.

In addition to the information presented above, a review of
the ads that were produced was undertaken. Video tapes of eight ads and a transcript of a
ninth were obtained. However, with the exception of three of the ads, information
gathered to date, including records of Multi Media, is insufficient to determine which of
the ads were broadcast. For the three ads that are known to have been broadcast, records
are inadequate to determine if the information is complete as to dates and markets. Ina
letter to the Commission, Multi Media’s attorney states that “[fJurther, I am told that
MMSC [Multi Media] is unable to identify which advertisements were run, in which
markets, and when.” However, the information that is available indicates that all of the
ads produced clearly identify a candidate and have an electioneering message. Each of
the ads reviewed is discussed below.

The Story

This is the only 60 second ad that has been identified. As
noted above in the discussion of Senator Dole’s interview with Ted Koppel, it is
biographical. The film features both Senator and Mrs. Dole discussing the Senator’s
upbringing, his military record and war injuries, his recovery from those injuries and his
character. It states that his life experiences have provided him a “strong mora! compass”
and describes principles that Senator Dole supports. The narration states: “The principle
of work to replace welfare, the principle of accountability to strengthen our criminal
justice system, the principle of discipline to end wasteful Washington spending.” Senator
Dole then comes on the screen and says: “It all comes down to values, what you believe
in, what you sacrifice for, and what you stand for.” At the end is a graphic that reads:
“Americans take a stand. Work for Weifare. Criminal Justice Reform. End Wasteful
Spending, Call your elected officials.” This ad concentrates solely on promoting Senator
Dole as a person and his stand, in general terms, on welfare, the criminal justice system
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and the budget. In the opinion of the Audit staff, this ad is designed to urge the public to
support Senator Dole. Although no mention of his candidacy for president is included, as
Senator Dole said of this ad “...] hope that it’s fairly obvious, since I'm the only one in
the picture!”

There was apparently some concern at the RNC about this
ad. In the May 22, 1996 Anderson memorandum to Chairman Barbour cited above,
(Senate Report at 4150 to 4152) the following appears:

“We could run into a real snag with the Dole Story spot. Certainly, all the
quantitative and qualitative research strongly suggests that this spot needs
to be run. Making this spot pass the issue advocacy test may take some
doing. We need to involve our attorneys right now, not next Tuesday after
the final spot has been cut. Therefore, we have had all scripts faxed to
Tom today for his comments.

“It has been Sipple’s intention to present a finished product (post focus
group testing) to Tom and hope for minor revisions. This may not work
with the Dole Story spot.”

Unlike the other ads that were identified, this one appears
to be derivative of ads used in the primary, once again suggesting coordination between
the RNC and the Dole campaign. DFP produced a video that runs approximately 13.5
minutes entitled “Bob Dole: An American Hero.” Much of The Story?* appears to be
taken from this video or from the same footage that was used in producing it. Also, DFP
produced a 60 second spot called An American Hero, that was likewise derivative of Bob
Dole: An American Hero footage. Although none of the films are identical, their
common origins are obvious.

More Talk

This ad shows only President Clinton. It features various
clips of the President commenting on how long it would take to balance the budget. It
states that for four years the viewer has heard a lot of talk from the president about
balancing the budget. It concludes with “No wonder Bill Clinton opposes a
Constitutional Amendment to balance the budget. Talk is cheap. Double-talk is
expensive. Tell Mr. Clinton to support the Balanced Budget Amendment.” (Emphasis in
original)

Run in the presidential election year, this ad appears to
have been designed to diminish support for President Clinton.

24 A number of other DFP ads have film footage in common with The Srory.
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Even More Taik

This spot is very similar to “More Talk” described above.
The major change is the introductory and concluding narration. It opens with “End
Wasteful Spending.” “Clinton just can’t do it” and ends with “Clinton opposes a
Constitutional Amendment to balance the budget. Talk is cheap. Dcuble-talk is
expensive. Tell Mr. Clinton to Stop his wasteful Washington spending.” (Emphasis in
" Original)

Again this ad was apparently intended to diminish support
for President Clinton.

Surprise

This is the only ad to feature both Senator Dole and
President Clinton. The ad opens with a graphic and narration saying that three years ago
Bill Clinton gave us the largest tax increase in history, including a four cent a gallon
increase on gasoline. Bill Clinton said he felt bad about it. A film clip of the president
follows wherein he says “People in this room are still mad at me about that budget
because you think I raised your taxes too much. It might surprise you to know that [
think I raised themn too much t00.” The ad closes with pictures of both candidates and the
words “We are surprised, so surprise us again. Support Senator Dole’s plan to repeal
your gas taX. And leamn that actions do speak louder than words.”

This ad clearly identifies President Clinton in a negative
context and Senator Dole in a positive context constituting an electioneering message.

The Pledge

This ad opens with a-clip of President Clinton promising
not to raise taxes on the middle class. The announcer says “We heard this alot.” This is
followed by another clip of the President discussing a middie class tax cut. The narration
then continues with: “Six months later he gave us the largest tax increase in history.
...Under Clinton the typical American family now pays over $1,500 more in Federal
taxes. A big price to pay for his broken promise. Tell President Clinton you can’t afford
higher taxes for more wasteful spending.” Followed by a graphic that says “Tell
President Clinton Don’t Veto Republican Tax Cuts Again.”

As with the other ads, this message appears to have the
purpose of diminishing support for President Clinton in the election year.

More
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“More” opens with the statements that there are more than
5 million illegal immigrants in the U.S. and that the viewer spends $5.5 billion per year to
support illegals. The narration then states that: “Under President Clinton spending on
illegals has gone up, while wages for the typical American worker have gone down.”
“When efforts were made to stop giving benefits to illegal immigrants Bill Clinton
opposed them.” Finally a graphic is added to the narration that says: “Tell President
Clinton... Stop giving benefits to [ilegals. End Wasteful Washington Spending.”

While not mentioning Senator Dole or any Republican
candidate, or the Republican Party, it clearly criticizes President Clinton’s position. This
criticism appears to be intended to diminish support for the President.

Who

The opening narration in this ad states: “Compare the
Clinton rhetoric with the Clinton record.” Statements that follow inciude: “Clinton
Record on Welfare. Vetoed welfare reform twice. Vetoed work requiremens for the able
bodied. Vetoed putting time limits on welfare. Clinton still supports giving welfare
benefits to illegal immigrants. The Clinton rhetoric has not matched the Clinton record.”
A film clip of the President follows wherein he says “Fool me once, shame on you. Fool me
twice, shame on me.” The narration then concludes with “Tell President Clinton you
won'’t be fooled again.”

This ad suggests that the viewer was fooled once when
President Clinton was elected, but should not be fooled again. A clear attempt to
diminish support for a clearly identified candidate.

Stripes

This ad shows President Clinton jogging, hunting, playing
golf and riding a bicycle. It opens with the statement: “Bill Clinton... He’s really
something.” The narration and a graphic then state: “Mr. Clinton claims... as
commander in Chief he is covered by the Soldiers and Sailors Relief Act of 1940 which
grants automatic delays in law suits against military personne! until their active duty is
over.” The statement is attributed to the Washington Times of May 22, 1996. The
narration then continues with: “Active Duty?” “Bill Clinton, he’s really something.”

This ad is attempts to create a negative impression
concerning the President’s character. Such a connotation would clearly serve to diminish
support for his candidacy.

The Plan

This ad is not currently available on video tape. However,

a transcript reads as follows: Senator Dole is heard saying “Americans are working
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harder and longer but taking home less. In fact, the typical American family spends more
on taxes than on food, clothing and housing combined. The American people deserve
betier.” The announcer then states: “Bob Dole’s economic plan will cut taxes 15 percent
for every single taxpayer. The typical family of four will save over $1,600 a year.”
Finally, Senator Dole says: “The Dole plan: Americans keep more of what they earn.”
This ad is a clear attempt to urge the viewer to support Senator Dole’s candidacy.
Without a copy of the ad, no description of the film footage accompanying the text is
possible.

In each of the ads described above, the apparent purpose is
to either garner support for Senator Dole or diminish support for President Clinton by
criticizing his actions, his positions on issues, or his character. These ads appear to
contain an electioneering message and as was explained were developed in coordination
with the Dole campaign. Therefore, the media program described represents either an in-
kind contribution to DFP or an-kind contribution to DK, either as a direct in-kind
contribution from the RNC or, as coordinated expenditures pursuant to 2 U.S.C.
§441a(d) that exceed the limitation on those expenditures. The amount of the
contribution is $17,904,238 (816,490,756 paid to Multi Media + $272,497 paid to New
Century + $1,140,985 paid to Target).

At the close of the Audit field work the issue of the RNC
media campaign was discussed with DFP representatives. At that time the amount paid
through the state party committees was not known. Therefore, the amount discussed was
a fraction of the amount presented above. After that meeting DFP supplied an affidavit
form RNC Counsel wherein he states:

“Between April, 1996, and August, 1996, the RNC incurred certain media
expenses. These expenses included, but were not limited to, issue
advocacy broadcasts which highlighted certain issues of importance to the
American people. On information and belief, during this same time period
the RNC also incurred certain polling expenses in connection with it
media activity. To my knowledge, none of the RNC’s media and pofling
expenses during this time peried or any other time period were directed or
controlled by any person or entity outside of the RNC. All of the RNC’s
public broadcasts and communications during this time were reviewed by
RNC Counsel’s Office to ensure that they fully complied with all
applicable laws.”

This general statement does not change the analysis
presented above. It does not address the issue of coordination which is not the same as
direction and control. It also does not address the content of the ads and the apparent
electioneering message contained in each one reviewed to date.
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Recommendation #7

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, DFP demonstrate that the media program described above does not
constitute an in-kind contribution from the RNC to either DFP or DK. The
demonstration should include evidence that the RNC media program was not coordinated
with either DFP or DK and that the ads aired did not contain an electioneering message.
Absent such a demonstration, the Audit staff will recommend that the Commission
determine that an in-kind contribution in the amount of $17,904,238 has been received by
DFP or DK. Ifit is determined that the contribution was received by DFP, the amount
will be attributed to DFP’s spending limitatjon.

5. Polling Expepses

According to DFP representatives, it did no polling after March of
1996. Also, as noted above, Robert Ward was transferred to the RNC payroll effective
beginning in April of 1996. Mr. Ward was employed by DFP to work on polling. Two
vendors involved in DFP’s polling program were Fabrizio, McLaughlin & Associates,
Inc. and Public Opinion Strategies. With the exception of a February 8, 1996, $4,000
payment to Public Opinion Strategies, and a January 2, 1996, $15,435 payment to
Fabrizio, McLaughlin & Associates, Inc., the RNC had not reported any 1996 payments
to these vendors prior to the latter part of March. Between March 20, 1996, and the
Candidate’s nomination on August 14, 1996, Fabrizio, McLaughlin & Associates, Inc.,
and Public Opinion Strategies were paid a total of $547,801% ($519,600 to Fabrizio,
McLaughlin & Associates, Inc. and $28,201 to Public Opinion Strategies). DFP was
asked to obtain information from knowledgeable campaign officials, vendor
representatives and the RNC concerning any polling data received during the period April
1 to August 14, 1996. Information was requested concerning any such data received by
DFP, its officers, employees, or agents from any source whether it was received formally,
informally, in writing, electronically, or orally. No information has been received. The
Commission has issued subpoenas requiring the production of the requested information.

In the absence of the requested material, some information has
been gathered that suggests that the polling was associated with the Media program
discussed above. First, it is known that Tony Fabrizio is not only associated with
Fabrizio, McLaughlin & Associates, Inc., but is also the owner of Multi Media, the firm
placing the RNC advertising. Also, the documents cited above make reference to
research and polling as well as focus group testing for the media program. It is likely that
Fabrizio, McLaughlin & Associates, Inc. would have handled that work. Finally, in an
affidavit from Counsel to the RNC he states that between April and August of 1996, the
RNC incurred certain media expenses and “during this same time period the RNC also
incurred certain polling expenses in connection with its media activity.” Absent the
requested information, and the examination of any associated documentation, and based

25 Each of the vendors also received payments from the RNC in the general election period. %
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on the information gathered to date, the amounts paid by the RNC appear to be part of the
cost of its media program on behalf of the Dole campaign. Therefore these polling
expenses are included among the contributions in-kind from the RNC.

Recommendation #8

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, DFP present evidence to establish that the polling expenses discussed
above are not in-kind contributions from the RNC to either DFP or DK. The evidence
submitted should include documentation establishing the subject of each poll, the date
each poll was conducted, the purpose of the poll, and the distribution of the results of
each poll whether that distribution was done in writing, orally, or electronically. Absent
the submission of the requested information and demonstrations, the Audit staff will
recommend that the Commission determine that $547,801 in polling expenses paid by the
RNC are in-kind contributions from the RNC to either DFP or DK. If it is determined
that the contribution was to DFP, the amount will be added to DFP’s expenditures subject
to the limitation. Further ,it will be recommended that the Commission determine that
the excessive amount of the contribution is payable to the US Treasury.

6.

Primary Expenses Paid as Coordinated Expenses $936,245
Payroll and Consulting Expenses $421,962
Media Expenses $17,904,238
Polling Expenses $547,801
Total Potential RNC Contributions $19,810,246

Less Contribution Limitation $(5,000)
RNC Contribution Amount Net of Limitation® $19,805,246

Section 441a(a)(1)(A) of Title 2 of the United States Code states that no
person shall make contributions to any candidate and his authorized political committees
with respect to any election for Federal office which, in the aggregate, exceed $1,000.

Section 100.7(a)(1) and (a)(1)(ii) of Title 11 of the Code of Federal
Regulations states in part that the term contribution includes the following payments,
services or other things of value. A gift, subscription, loan (except for a loan made in
accordance with 11 CFR 100.7(b)(11), advance, or deposit of money or anything of value

2 Should any of these amounts be determined to be contributions to DK, the amount
limitation would be applied, but any unused coordinated expenditure limitation
would be credited to the contribution amount.
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made by any person for the purpose of influencing any election for Federal office is a
contribution.

For purposes of 11 CFR 100.7(a)(1), the term anything of value includes

all in-kind contributions. Unless specifically exempted under 11CFR 100.7(b)(ii), the
provision of any goeds or services without charge or at a charge which is less than the
usual and normal charge for such goods or services is a contribution. Examples of such
goods or services include, but are not limited to: Securities, facilities, equipment,
supplies, personnel, advertising services, membership lists, and mailing lists.

Section 9003.4(a) of Title 11 of the Code of Federal Regulations states, in

part, that a candidate may incur expenditures before the beginning of the expenditure
report period if such expenditures are for property, services or facilities which are to be
used in connection with his general election campaign and which are for use during the
expenditure report period.

Section 9002.12(a) of Title 11 of the Code of Federal Regulations states,

in part, that expenditure report period means, with respect to any Presidential election,
the period of time which begins on the date on which the major party’s presidential
nominee is chosen and ends 30 days after the Presidential election.

Sections 9034.4(e)(3), (4), (6) and (7) of Title 26 of the Code of Federal

Regulations discusse the attribution of expenditures between the primary and general
election spending limitations. In relevant part, it states that:

Expenses for the usage of offices or work performed on or before the date of the
candidate’s nomination shall be atiributed to the primary election, except for
pertods when the office is used only by persons working exclusively on general
election campaign preparations.

Expenditures for campaign materials that are purchased by the primary election
campaign committee and later transferred to the general election committee shall
be attributed to the general election limits. Materials transferred to but not used
by the general election committee shall be attributed to the primary election
limits.

Costs of a solicitation shall be attributed to the primary election or to the GELAC,
depending on the purpose of the solicitation. If a candidate solicits funds for both
the primary election and for the GELAC in a single communication 50% of the
cost of the solicitation shall be attributed to the primary election, and 50% to the
GELAC.

Expenditures for campaign-related transportation, food and lodging of any
individual, including the candidate, occurring pnBr to the date of th didate’s
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nomination shall be attributed according to when the travel takes place. If the
travel takes place on or before the date of the candidate’s nomination, the cost is a
primary election expense. Travel to and from the convention shall be attributed to
the primary election. Travel by a person who is working exclusively on the
general election campaign preparations shall be considered a general election
expense even if the travel occurs before the candidate’s nomination. (emphasis
added)

As previously noted, by March 31, 1996, DFP reported having only $2
million in spending limitation remaining, but was four and one half months from the end
of the primary campaign period. Given this situation ,the Audit staff performed a detailed
review of expenses incurred by the Dole for President Compliance Committee, Inc.,
Dole/Kemp ‘96, Inc. and Kemp for Vice President before the Candidate’s August 14,
1996 date of ineligibility. The results of those reviews are presented below.

1. Primary Expenses Paid by the GELAC

The Dole for President Compliance Committee, Inc.(GELAC)
registered with the Federal Election Commission on February 15, 1995. Between
registration and DOI, the GELAC spent $1,405,245 and shared staff and offices with
e DFP. For the first nine months, the GELAC accepted only contributions that were
redesignations of contributions initially made to DFP and incurred little in the way of
expenses. In January 1996, GELAC began paying salaries to staff formerly paid solely
from DFP fund-raising accounts, and began soliciting direct contributions. These
solicitations were frequently done jointly with DFP. A review of the GELAC
disbursements made prior to DOI, identified expenditures of approximately $950,000 that
were correctly attributed to the GELAC in the primary period. However, expenditures of
$454,412 attributable DFP were also identified

Of the $454,404 in DFP disbursements, salaries accounted for
$210,262 and overhead $115,302. Overhead expenses included office supplies, computer
hardware and software, telephone costs, and charges for other office equipment. Under
11 CFR $034.4(e)(3) these salary and overhead expenses are primary campaign expenses
unless it can be demonstrated that they relate to periods devoted exclusively to the
general election effort. No such showing has been made. The balance of the primary
disbursements, $128,839, were for travel, including some expenses related to attending
the Republican National Convention, and the primary share of joint solicitation costs.
Approximately $93,000 of the $123,839 was spent on two fund-raising projects.

On April 11 and 12, the campaign held a series of fund-raising
events in Memphis, Tennessee, and Dallas, San Antonio and Houston, Texas, described
as a compliance trip. All associated costs, including advance travel costs, air charter
expense, plane catering, ground transportation, press filing center costs and solicitation
costs, were paid by GELAC. An invitation for the Memphis event contained a joint
solicitation for DFP and for GELAC. This, along with the fact that over seventy percent L{
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of the contributions received and attributed to these fund-raisers was deposited to primary
accounts, establish that the events were joint solicitations. As a result, travel costs of
$57,267, are primary expenses pursuant to 11 CFR 9034.4(e)(7). Additionally, half of all
solicitation costs related to the fund-raisers, $32,603 are DFP expenses pursuant to 11
CFR 9034.4(e)(6).

The second instance of a joint solicitation funded by the GELAC
was a “Lawyers for Dole” event held in Chicago on July 19, 1996. A solicitation device
for this event requested contributions for both the DFP and the GELAC. This time 45%
of the receipts attributed to this event, $58,675, were deposited in the primary accounts.
The GELAC paid $2,887 of the primary share of the solicitation costs.

At the close of fieldwork, DFP was provided a schedule of
GELAC expenditures identified as having been made on behalf of DFP. DFP provided
documentation in response, and where appropriate, adjustments were made the total
presented here.

Recommendation #9

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, DFP provide documentation which demonstrates that disbursements in the
amount of $454,404 made by the GELAC were not DFP expenses pursuant to 11 CFR
9034.4(e). Absent such a demonstration, the Audit staff will recommend that the
Commission determine that these expenses are attributable to DFP spending limitation
and that the amount is due to the GELAC.

Dole/Kemp ‘96, Inc.(DK) registered with the Federal Election
Commission on May 3, 1996. DK was permitted to incur general election qualified
campaign expense prior to the expenditure report provided they were for goods, facilities
or services which were to be received and used in the expenditure report period.

Between June 17, 1996 and August 14, 1996, the beginning of the
expenditure report period, DK spent approximately $416,000. Of this amount, $278,562
was identified as having been for goods, facilities and services used in the primary period.
Included is $71,184 paid for rent and related expenses that is addressed in Finding IIl. D.
Headquarters Rent and Security Deposits. The balance of the pre-expenditure report
period DK disbursements include:

¢ $58,786 for telephone service, installation, and equipment;

® $80,288 for office furniture and equipment;
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° $36,173 for utilities;
e $6,588 for collateral materials;
® $11,552 for HQ security;
® $8,550 for supplies;
e $4,186 for convention related expenses, and;
° $1,255 for miscellaneous expenses.
Accordingly, for the purposes of this finding, DK made primary

disbursements of $207,378 ($278,562 - $71,184) chargeable to the DFP spending

limitation.
-

At the close of fieldwork, DFP was provided a schedule of DK
expenditures identified as having been made on behalf of DFP. DFP provided
documentation in response, and where appropriate, adjustments were made to the total
presented here. 7

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, DFP provide documentation which demonstrates that disbursements made
by DK were not primary related. For all other expenses, the demonstration should
establish that the goods and services were used in the Expenditure Report Period. For
office and overhead expenses, the information submitted shouid demonstrate that the
facilities were being used by persons working exclusively on the general election (11
CFR 9034.4(e)}(3)). Absent such a showing, the Audit staff will recommend that the
Commission determine that $207,378 paid by DK are primary expenses, are attributable
to the DFP spending limitation, and are due to DK.

Kemp for Vice President (KVP) originally registered with Federal
Election Commission on August 7, 1996 as the 1996 Vice Presidential Convention
Expense Committee. In an amended statement of organization filed on August 13, 1996,
following the announcement of his selection by Senator Dole as his running mate, the
name of the committee was changed to reflect the Vice Presidential candidacy of, former
Secretary, Jack Kemp.

Authorized committees of Vice Presidential candidates are
permitted to make expenditures on behalf of the candidate. Such expenditures are made
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in the interest of furthering the candidate’s campaign for the nomination. However, three
disbursements made by KVP were identified as in-kind contributions to DFP.

Two expenditures were made by KVP to purchase campaign
materials which promoted the Dole/Kemp ‘96 ticket rather than the vice presidential
candidacy of Mr. Kemp. A third expenditure was made to a consultant who aided in the
distribution of the materials.

For the first purchase, the vendor provided two invoices for the
same sale. Each invoice, otherwise identical, described the materials provided, rally
signs, arrival tickets and “add’]” arrival tickets, for “Dole” on the first edition and
“Kemp” on the second. The materials from this order were apparently used at the
festivities surrounding the candidates arrival in San Diego for the convention. A
photograph of this event showed a multi-colored Dole Kemp “96 rally sign with the
disclaimer that it had been paid for by Kemp for Vice President. For this order, KVP
paid $26,472. KVP made a second disbursement of $49,565 for collatéral materials. The
invoice clearly identified the type items purchased: red and white visors, confetti wands,
noise makers, nurf footballs and red and blue pennants all inscribed with “Dole Kemp
‘96” and red and blue foam hands inscribed with “Dole Kemp #1.” “Collateral materials
for Wednesday night, August 14, 1996,” the evening that both Senator Dole and
Secretary Kemp were nominated, was also noted on the invoice. The third payment of
$1,200 was made to a consultant, who oversaw the organization and distribution of
materials. for the Republican National Convention.

All three of the expenditures involved purchases of materials
which promoted the presidential candidacy of Senator Dole. The timing of the incurrence
of these obligations, preceding the nomination of either candidate, established that
Senator Dole’s primary campaign received an in-kind contribution of $77,237 from KVP.

Recomumendation #11

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, the DFP provide evidence demonstrating that the disbursements in
question are for expenses were incurred to influence the campaign for nomination to the
office of Vice President. Absent this, the Audit staff will recommend that the
Commission determine that DFP has received an in-kind contribution from KVP of
$77,237, that the contribution exceeds KVP’s contribution limitation by $76,237, and that
an equal amount is payable to the United States Treasury.

C.

Section 110.2 (b)(1) of Title 11 of the Code of Federal Regulations states
that no multicandidate political committee shall make contributions to any candidate, his

or her authorized political committee or agents with respect to any electu%n f? Federal
office which, in the aggregate exceeds $5,000. Attachmen }
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Section 110.7(a) of Title 11 of the Code of Federal Regulations states that
the national committee of a political party may make expenditures in connection with the
general election campaign of any candidate for President of the United States affiliate
with the party. Such expenditures may not exceed 2 cents multiplied by the voting age
population of the United States (emphasis added).

Section 116.3(b) of Title 11 of the Code of Federal Regulations states, in

 part, that a corporation in its capacity as a comunercial vendor may extend credit to a

candidate provided that the credit is extended in the ordinary course of the corporation’s
business and the terms are substantially similar to extensions of credit to nonpolitical
debtors that are of similar risk and size of obligation.

Section 9035.1(a)(1) of Title 11 of the Code of Federal Regulations states,
in part, that no candidate or his authorized committees shall knowingly incur
expenditures in connection with the candidate’s campaign for nomination that in the
aggregate exceed $10,000,000 as adjusted under 2 U.S.C. §441(a)(c)

Section 9034.4(e)(3) of Title 11 of the Code of Federal Regulations,
attribution of expenditures between the primary and general election limits, states that for
candidates who receive public funding in both the primary and general elections overhead
expenses for national and state offices, shall be attributed according to when the usage
occurs or the work is performed. Expenses for usage of offices or work performed on or
before the date of the candidate’s nomination shall be attributed to the primary election,
except for periods when the office is used only by persons working exclusively on
general election campaign preparations.

1. Background

Throughout the course of the primary campaign, DFP entered into
four lease agreements with NTFC Capital Corporation, Inc. INTFC). These leases were
the means by which DFP obtained telephone systems it required for its headquarters and
various field offices. One of the leases was a capital lease whose provisions called for a
transfer of ownership at its successful completion. The other three leases were
conventional in nature, the ownership of the systems remained with NTFC. The Audit
staff reviewed each lease and found the following problems with three of these leases,
#48941, #48972 and # 53203.

2 Lease #4894]

DFP, on March 30, 1995, signed a contract with NTFC to lease a
telephone system. The system provided by this lease was initially installed at the
headquarters office in Washington, D.C. In the contract, DFP agreed to make seventeen
payments to NTFC. Title to the telephone system remained with NTFC. In October

Attachment _4
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1995, the lease was amended, the telephone system was divided, and the equipment was
moved. Some equipment was sent to lowa and some to Florida.”’

On March 15, 1996, DFP moved out of its state headquarters office
in Tallahassee, Florida. On March 27, 1996, technicians arrived to remove the phone
system, but discovered it missing.

In early April 1996, DFP contacted NTFC to inquire about a
possible termination of this particular lease. NTFC responded with twe lease termination
proposals; the first was an equipment buyout for $20,100 and the second for $17,400 and
the return of the system. DFP never accepted either offer.

It was not until May 8, 1996 that DFP filed a police repori
regarding the theft. No records were found to document when the matter was submitted
to its insurance carrier. DFP did receive an insurance settlement of $5,000 dated
November 4, 1996. The settlement amount reflects the maximum coverage under DFP’s
insurance policy for assets in transit. Although the settlement check was made out jointly
to DFP and NTFC, DFP deposited the check, and reported it as an offset to expenditures
subject to the spending limitation. The amount was never forwarded to NTFC.

Only 13 of the 17 scheduied payments for the missing system were
made by DFP,; the last payment on June 5, 1996. Notes made by DFP on one of NTFC’s
invoices were as follows:

“Only paying 1A phone system charge which is $2,500.43.

“System missing. Will be paid later or system might have to
be purchased.

“Florida rent on phone system will be paid at a later date
depending if the phone system is located or stolen.”

While these notes suggest a natural reluctance on the part of DFP
to pay for something that it no longer had in its possession, a settlement with NTFC is

necessary.

At the request of the Audit staff, DFP contacted NTFC and
obtained a statement on this lease. The statement, dated January 12, 1998, shows an
outstanding balance of $27,857. DFP paid $1,093 for sales, use, and property tax on
January 15, 1998, and $10,855 invoiced as monthly rent and sales/use tax on March §,
1998. These two payments leave a balance of $15,848 invoiced as equipment buyout. As
noted above, DFP received $5,000 of this amount from its insurance company but did not

z The Jowa system was later returned to Washington, DC and the lease was assumed by New

Century Media. Atachment Y
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forward it to NTFC. The invoiced amounts do not include the 1.5% per month interest on
unpaid balances allowed by the contract. DFP, by failing to either make the required
payments or formally terminate the lease, has received an extension of credit from NT¥FC
outside of the normal course of business. This extension of credit constitutes a
contribution made by NTFC and received by DFP. The amount of the contribution is at
least $27,857 with $15,848 outstanding. This amount is subject to the spending
limitation, less an allowance for compliance overhead costs.

DFP sold this telephone system to Dole-Kemp ‘96 (DK) for 60%
of $18,200, the value DFP placed on the system, or $10,920, and reported the amount as
an offset to the spending limitation. In July 1997, the DFP repurchased the telephone
system from DK for 60% of $10,920, the amount that it received the previous year, or
$6,552. This expenditure was reported as an exempt legal and account cost.

In surnmary, DFP received $10,920 from DK for the period August
22, 1996 through July 27, 1997 and still owes DK $4,368 (the 1996 sales price of
$10,920 less the 1997 repurchase price, $6,552.) DFP understated expenditures subject to
the spending limitation by $10,920 when it sold the missing telephone system to DK and
reported the proceeds as an offset to the spending limitation. The DFP received a
contribution in the form of an extension of credit from NTFC of at least $27,857, of
which $15,848 remains outstanding. Of this amount, $18,780 ($27,857 less the insurance
settlement of $5,000 less a compliance exemption of 17.9% for overhead expenses) is
subject to the spending limitation.

3. Lease #48972

On May 30, 1995, DFP signed a capital lease [purchase] agreement
with NTFC Capital Corporation, Inc. to finance the acquisition of a telephone system for
its national headquarters office. DFP agreed in this contract to make sixteen payments of
$19,304 for equipment valued at $273,200. At the completion of the contract, DFP
would be permitted to purchase the system for one doliar.

A review of DFP disbursement records found evidence that it made
13 of the required 516 payments to NTFC with portions of the last 2, due in May and June
of 1996, being made by the Dole For President Compliance Committee, Inc. (GELAC).
The GELAC paid $1,351 and $772 of the twelfth and thirteenth payments respectively.”
Additionaliy, a review of coordinated expenditures (2 U.S.C. §441a (d)) shows that the
Republican National Committee [hereafier the RNC] made the fourteenth and fifteenth
payments due in July and August of 1996.”

» See Finding I11.B.1. for other DFP expenses paid by GELAC.

B See Finding 111 A. for other excessive contributions to DFP from the Republican National

Commitiee. (//
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The Audit staff found no evidence that a sixteenth payment was
made or that DFP exercised its purchase option. In response to our inquiry, DFP
representatives acknowledged that a payment is currently outstanding and owed to NTFC.
An invoice for the sixteenth payment (September 1996) was provided by the DFP. The
Audit staff requested that the DFP obtain a reconciliation of this account from NTFC. On
an invoice dated January 12, 1998, NTFC shows a balance due of $19,305. The 1.5% per
month interest charge on unpaid balances permitted by the contract is not included.”® The
Audit staff concludes that NTFC, by failing to collect this payment from the DFP, has
extended credit outside the normal course of business. As a result, NTFC has made and
the DFP has received a prohibited corporate contribution of at least $19,305.

On August 22, 1996, DFP sold the telephone system to DK. DFP
valued the system at $282,000 and received 60% of that amount, or $169,200, which was
used to offset an equal amount of primary expenditures subject to the spending limitation.
DFP has not explained this higher valuation of the telephone system. As noted earlier,
the contract valued the telephone system at $273,200.

The DFP offset a greater amount against the primary expenditure
limitation than the facts permit. DFP inflated the phone system value by $8,800
($282,000 - $273,200). Also the payments on the lease were eligible for a compliance
exemption for overhead expenses of 17.9%. The amount received from DK was not
charged back in the same ratio. The amount the DFP may offset against its expenditures
subject to the spending limitation must be reduced by $5,280 ($8,800 x 60%), plus
$29,342 ($273,200 x 60% x 17.9%).

The result of the transactions noted above are as follows: an in-
kind contribution of at least $19,305 from NTFC;* an in-kind contribution from the RNC
of $38,608; and an amount due to the GELAC of $2,123. Of these amounts, $49,290 is
chargeable to the spending limitation ($60,036 less a 17.9% compliance exemption).

In a letter dated July 18, 1997, a representative of Line Two
Communications (LTC) agreed to broker the sale of the telephone system for a
guaranteed minimurm price of $110,500. This was apparently agreed to when the letter
was signed by the Assistant Treasurer for both DFP and DK on July 23, 1997. On July
28, 1997, DK deposited a check dated July 24, 1997 for $130,000 from Telpro, Inc., the
purchaser of the telephone system.

Also on July 28, 1997, DFP reported repurchasing the telephone
system from DK for $101,520 ($169,200 x 60%) and reporied the purchase as an exempt
compliance expense. The Audit staff concludes that DFP could not repurchase the

9 For late payments the lease aliows a charge of [.5% for each month the late payment is

outstanding

- No documentation was found to indicate that DFP received clear title to the telephone system.

. {
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telephone system. First, DFP has not demonstrated any legitimate winding down purpose
for the repurchase. Second, the documentation available states that DK had previously
sold the telephone system to a third party. LTC necessarily negotiated the sale with DK
and not DFP because DK had purchased DFP’s interest in the system on August 22,

1996. As already noted, the commitment to sell the equipment was signed on July 23,
1997. The Telpro, Inc. check, dated July 24, 1997, indicates that the sale was made on
that date. Consequently, after July 24, 1997, DK no longer owned the telephone system
and could no longer transfer it to DFP. The $130,000 realized from the sale of the
telephone system was transferred to DFP on July 31, 1997 with the explanation that it had
been mistakenly deposited to the DK account. DFP reported this transfer as an offset to
the spending limitation although no portion of the amount had been charged to that
limitation. Finally, on July 31, 1997, DFP paid Line Two Communications, Inc. $19,500
which is described as “15% fee for brokering of phone system,... .” This payment was
also reported as an exempt compliance winding down expense.

At the conclusion of this series of transactions, DFP had made and
reported exempt compliance expenses of $121,020 and, had received and reported offsets
to the spending limitation of $130,000, thereby artificially reducing the amount applied to
the spending limitation.” DFP purchased an asset from DK that it no longer owned, and
received a transfer from DK of the proceeds of its sale of the asset. These transactions
need to be reversed by DFP paying DK $8,980 ($130,000-$121,020}, and DFP adding
$130,000 to amounts applicable to its spending limitation.

4. Lease # 53203

The January 12, 1998, statement that DFP obtained from NTFC at
the request of the Audit staff shows an outstanding balance on this lease as well. On June
1, 1996, lease #53203 was assigned to New Century Media.”> NTFC’s invoice to DFP
identifies the November 1996 lease payment and a small portion of the October payment
as outstanding and an obligation of DFP. The outstanding balance is $1,519 excluding
the 1.5% late fee permitted by the contract. This, like the other unpaid amounts, is an
extension of credit by NTFC outside its normal course of business and therefore a
contribution. The amount of the contribution less a compliance exemption for overhead
costs ($1,247 (31,519 less 17.9%)) is applicable to DFP’s spending limitation.

Presented below is a chart that summarizes the contributions
received by DFP and the necessary adjustments to the spending limitation:

n As it stands this transaction could resuit in a taxable gain for DFP on the sale of the telephone
system in the amount of $8,980.

. New Century Media was the DK media firm for the early part of the general election period. It
occupied space in the same building as DFP and DK. - [
Attacimient . L. e
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Description Contribut. | Contribut. Due to Due to Adjust,
From From DK GELAC To The
NTFC RNC Limitation
Lease #48941
Insur. Settlement reported
as an offset $5,000 i
Due to NTFC $27.857 $18,780
Proceeds from sale to DK
reported as an offset $10,920 $10,920
Repurchase from DK $(6,552)
Subtotai #48941 $27,857 $4,368 $34,700
Lease # 48972
Due DK for over valuation
of the phone system $5,280 $5,280
Amt credited to limitation
when sold in excess of
amount charged $29,342
Paid by GELAC
Pre nomination $2,123 $1,743
Due NTFC $19,305 315,849
Contribution from RNC $38,608 $31,697
Due DK for reversal of
repurchase of the phone
system $8,980 $130,000
Subtotal #48972 $19.305 $38,608 $14,.260 $2,123 | $213,911
Lease # 53203
Amount due for payments
not made by assignee $1,519 $1,247
Total $48,681 $38,608 $18,628 $2,123 | $249,858
Payments in 1998
Lease #48941
Rent Paid March 5 ($10,855)
Taxes Paid January 18 ($1,093)
Remaining Balances $36,733 $£38,608 $18,628 $2,123 | $249,858
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Recommendation #12

The Audit staff recommends that, with in 60 calendar days of the service of this
memorandum, DFP provide evidence that:

o NTFC has not made and DFP has not received a contribution in the form of an
extension of credit outside of NTFC’s normal course of business in the amount of
$48,681 of which $36,733 remains outstanding, and that DFP is not obligated to pay
interest on this amount at the rate of 1.5% per month.

¢ The RNC has not made an in-kind contribution to DFP in the amount of $38,608
representing two installments on DFP’s telephone system.

o It should not pay DK $18,628 related to the sale, repurchase, and valuation of two of
the telephone systems discussed above. Absent such a showing, DFP should transfer
an equal amount to DK.

¢ The GELAC did not improperly pay expenses on behalf of DFP in the amount of
$2,123. Absent such a showing, DFP should transfer an equal amount to the GELAC.

o It has not understated expenditures subject to the spending limitation by $249,858.
Absent such a showing, DFP should amend it disclosure reports to reflect the
additional amount.

Section 441a (a)(2)(A) of Title 2 of the United States Code states that no
multicandidate political committee shall make contributions to any candidate and his
authorized political committees with respect to any election to federal office which, in the
aggregate exceed $5,000.

Section 9004.4(b)(7) of Title 11 of the Code of Federal Regulations states,
in part, that payments to other committees authorized by the same candidate for a
different election are not qualified campaign expenses.

Section 2035.1(a)(1) of Title 11 of the Code of Federal Regulations, states,
in part, that no candidate or his authorized committees shall knowingly incur
expenditures in connection with the candidate’s campaign for nomination that in the
aggregate exceed $10,000,000 as adjusted under 2 U.S.C. §441a(c).

Section 9034.4(e)(3) of Title 11 of the Code of Federal Regulations states,
in part, that overhead expenditures incurred in connection with national campaign offices,
shall be attributed according to when the usage occurs. Expenses for usage of offices on
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or before the date of the candidate’s nomination shall be attributed to the primary
election, except for periods when the office is used only by persons working exclusively
on general election campaign preparations.

In February 1995, DFP leased office space from Union Center Plaza
Associates Washington, D.C. for its national headquarters. DFP’s rent between March 1,
1995 and May 31, 1996 was $28,382 per month. DFP expanded the office space it
occupied in June 1996 and again in July. The rent owed by DFP rose to $48,677 for June
1996 and to $96,275 for July and August.* In the review of the headquarters rent, three
problems were identified. Rent due from the DFP was partially offset by others.
Construction work and miscellaneous headquarters expenses incurred prior to the date of
ineligibility were not paid by DFP. Security deposits paid by DFP were not correctiy
paid or assigned.

Between May and August 1996, a portion DFP’s rent obligation was paid
by other committees. The amounts paid for May, June, July and August 1996 were
$1,987, $1,947, $81,485 and August $35,130 respectively. Dole For President
Compliance Committee, Inc. (GELAC) paid $3,934 for rent in May and June. Dole
Kemp ‘96 (DK) paid rent of $29,110 in July. The Republican National Committee
(RNC) paid rent of $52,375 in July and $35,130 in August.”® These amounts total
$120,548 and are applicable to the spending limitation less an allowance for legal and
accounting overhead. The net amount is $98,970 ($120,548 less 17.9% exemption).

A review of coordinated expenditures (2 U.S.C. §441a (d)) indicated that
the RNC paid $7,023 in miscellaneous headquarters expenses. It also paid $21,779 for
improvements made to the tenth floor headquarters office which was equal to half of a
$43,559 invoiced amount. The documentation indicated that the 50% share paid by the
RNC was in fact DFP’s share. All of these expenses were incurred and the services
rendered prior to the date of ineligibility. In a review of headquarters related
expenditures made by DK, the same invoice for improvements was located. The attached
documentation indicated that DK also paid $21,779, the other half of the invoiced
amount. In addition, DK paid miscellaneous occupancy costs such as electrical work and
invoices for adding and changing locks during the primary period. These miscellaneous
expenses total $13,758. The total of these amounts is $64,340 and is chargeable to DFP’s
spending limitation less the compliance exemption of 17.9%. The net amount is $52,002.

In summary, DFP has received in-kind contributions for rent from the
RNC of $87,505, in-kind contributions for construction costs from the RNC of $21,779,
and an in-kind contribution from the RNC for miscellaneous occupancy costs of $7,023.
The in-kind contributions from the RNC total $116,307. DFP owes the GELAC $3,934

H The August rent actually owed by DFP was prorated at approximately 45% [(14 + 31) x 100%).

85 For other DFP expenses paid by the RNC, see finding IIL.B. & C'A’[ta chment l'{
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for rent, and DK $29,110 for rent, $21,779 for construction costs, and $13,758 for
miscellaneous occupancy costs. These amounts total $68,581.

All security deposits paid in the primary period should have been paid by
DFP. The outstanding deposits should then have been transferred to DK. DFP paid
$104,362 of the $124,657 paid in the primary period for security deposits. DK paid one
security deposit of $20,295 on June 1, 1996 which made up the balance of DFP’s deposit
liability.*

DFP did not transfer any security deposits to DK at the beginning of the
general election campaign. On February 21, 1997, DK reimbursed DFP $29,100 for one
security deposit. This reimbursement was never reported by DFP. Also on February 21,
1997, DFP received the refund of one security deposit for $29,110. Security deposit
refunds totaling $77,060 and $18,488 have been received by DK and the GELAC
respectively. Included in these refunds are deposits that were made by, or should have
been made by DFP. DFP is owed $47,960 by DK ($77,060 of DFP paid deposits iess the
DK transfer of $29,100).”” DFP is also owed $18,488 by the GELAC siace it paid no
security deposits. DFP should amend its reports to reflect the receipt of the $29,100
reimbursement from DK and may offset $23,891 against the spending limitation ($29,100
offset received and not reported less 17.9% cempliance exemption allowed on the
original payment). Upon receipt of $47,960 from DK and 318,488 from the GELAC,
DFP may offset $54,544 against expenditures subject to the spending limitation
(847,960 + $18,488) less 17.9% compliance exemption allowed on the original
payment).

Finally, the security deposits earned interest while outstanding. Since
DFP paid or should have paid these deposits the interest eamed is due DFP. Interest
totaling $6,406 and $647 has been received by DK and the GELAC respectively.

The chart below summarizes the amounts due to and from the various
committees and the effect that the transactions have on DFP’s spending limitation.

84 DK correctly paid an additional security deposit of $8,815 on September 19, 1996.

8 The DFP is carrying as a receivable a security deposit it made to Union Center Plaza Associates,
for $56,764.70. This amount was included in the refunds paid to DK. Atia chment L{
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In-Kind Due to (from) | Due to (from) | Adjustment
Description Contribution DK GELAC to the
from RNC Spending
Limitation
RENT
Paid by the RNC $87,505 $71,842
Paid by DK $29,110 $23,899
Paid by GELAC $3,934 $3,230
RENOVATIONS
Paid by the RNC $21,779 $17,881
Pad by DK $21,779 $17,881
MISC. COSTS
Paid by the RNC $7,023 $5,766
Paid by DK $13,758 $11,295
DEPOSITS
Paid by DK $20,295 $16,662
Reimbursed by DK but ($29,100) ($23,891)
the amount is not
reported by DFP
Deposits Refunded to (347,960) ($39,375)
DK less those
Reimbursed to DFP
Deposits Refunded to ($18,488) ($15,179)
GELAC Paid By DFP
INTEREST
Due from DK (36,406)
Due from GELAC (3647)
TOTALS $116.307 $1.476 | ($15.201) $90.011

These issues were discussed with DFP representatives. Subsequently, they
noted that “many of the payments in question fall under the headings ‘bright line’ and
RNC Coordinated. The Committee believes that rent and build-oui expenses incurred in
preparation for the General Election were properly paid by the General or Compliance
Committees.” No other information or documentation was submitted.
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Recommendation #13

The Audit staff recommends that, within 60 calendar days of service of this
memorandum, DFP submit evidence that demonstrates:

e [t did not receive an in-kind contribution from the RNC for rent and related costs in
the amount of $116,307.

- o It does not owe DK $2,376 as a result of amounis that DK paid on behalf of DFP, and

refunds of deposits paid by DFP but refunded to DK. Absent such a demonstration, it
is further recommended that $1,476 be transferred from DFP to DK and that the
transfer be reported by both commmittees.

e [tis not due $15,201 from the GELAC as a result of amounts paid on behalf of DFP,
and refunds of deposits paid by DFP but refunded to the GELAC. Absent sucha
demonstration it is further recommended that $15,201 be transferred from the
GELAC to DFP and that the transfer be reported by both committees.

o It has not understated expenditures subject to the spending limitation by $90,011 as a
result of the transactions described above. Absent such a demonstration, DFP should
amend it disclosure reports to reflect the addition amount.

Sections 441a(b)(1)(A) and (c) of Title 2 of the United States Code state,
in part, that no candidate for the office of President of the United States who is eligible
under section 9033 to receive payments from the Secretary of the Treasury may make
expenditures in excess of $10,000,000 in the campaign for nomination for election to
such office as adjusted by the Consumer Price index published each year by the Bureau
of Labor Statistics of the Department of Labor. ~

Section 9035(a) of Title 26 of the Internal Revenue Code states, in part,
that no candidate shall knowingly incur qualified campaign expenses in excess of the
expenditure limitation applicable under section 441a (b)(1)(A) of Title 2.

Section 9032.9(a) of Title 11 of the Code of Federal Regulations states, in
part, that a qualified campaign expense is one incuired by or on behalf of the candidate
from the date the individual became a candidate through the last day of the candidate’s
eligibility; made in connection with his campaign for nomination; and neither the
incurrence nor the payment of which constitutes a violation of any law of the United
States or the State in which the expense is incurred or paid.

Sections 9033.11(a) and (b)(2)(A) of Title 11 of the Code of Federal
Regulations state, in part, that each candidate shall have the burden of proving that
disbursements made by the candidate or his authorized committee are qualified campaign

Attachment __._ S
Page " ¥ __of 77|




58

expenses as defined in 11 CFR 9032.9. For disbursements in excess of $200 to a payee,
the candidate shall present a canceled check negotiated by the payee and either a bill, an
invoice or voucher from the payee stating the purpose of the disbursement.

Sections 9034.4{e)(5) of Title 26 of the Code of Federal Regulations
states, in relevant part, that the production costs for media communications that are
broadcast both before and after the date of the candidate’s nomination shall be attributed
50% to the primary limitation and 50% to the general election limitation.

Sections 9038.2(b)(2)(i)(A) and (ii)}(A) of Title 11 of the Code of Federal
Regulations state, in part, that the Commission may determine that amount(s) of any
payments made to a candidate from the matching payment account were used for the
purposes other than to defray qualified campaign expenses. Further, an example of a
Commission repayment determination under paragraph (b)(2) includes determinations
that a candidate, a candidate’s authorized committee(s) or agents have made expenditures
in excess of the limitations set forth in 11 CFR 9035.

Section 9038.2(b)(2)(iif) of Title 11 of the Code of Federal Regulations
states, in part, that the amount of any repayment under this section shall bear the same
ratio to the total amount determined to have been used for non qualified campaign
expenses as the amount of matching funds certified to the candidate bears to the
candidate’s total deposits, as of 90 days after the candidate’s date of ineligibility.

Section 9038.2(b)(2)(v) of Title 11 of the Code of Federal Regulations
states, in part, that if a candidate or candidate’s authorized committee(s) exceeds both the
overall expenditure limitation and one or more State expenditure limitations, the
repayment determination under 11 CFR 9038.2(b)(2)(it}(A) shall be based on only the
larger of either the amount exceeding the State expenditure limitations(s) or the amount
exceeding the overall expenditure limitation.

Generally, all qualified campaign expenses incurred by a candidate
receiving federal funds under 11 CFR 9035 are subject to the overall spending limitation.
There are, however, two categories of expenditures which are, within specific guidelines,
not inciuded in the calculation of the total expenditures. They are exempt fund-raising
and exempt legal and accounting compliance expenses. All fund-raising expenses, not to
exceed twenty percent of the overall spending limitation, are exempt. An amount equal
to ten percent of all payroll, payroll taxes and overhead expenses may be considered
exempt legal and accounting compliance expense. A alternate allocation method is
avatlable to committees which generally allows a larger exemption for legal and
accounting compliance expenses. Afier exempt compliance and fund-raising expenses
are deducted, a primary committee receiving matching funds for the 1996 election was
permitted to incur expenditures of $30,910,000. ,
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When audit fieldwork began, DFP, on its Year End 1996
disclosure report, reported expenditures in excess of the spending limitation. At the
entrance conference, on January 15, 1997, all work papers pertaining to the calculation of
the reported totals were requested. On June 18, 1997 allocation spreadsheets, the first of
two sets to be provided, were made available for review. When deficiencies were pointed
out to DFP representatives, their response was to provide more detailed allocation
spreadsheets on August 18, 1997. The timing of the receipt of the later spreadsheets
coincided with DFP’s filing amended disclosure reports for all report periods.

It was apparent from the allocation spreadsheets that DFP intended
to use the alternate method to calculate exempt compliance expense. But DFP provided
no documentation to support their claim of a 13% compliance exemption for headquarters
office overhead. It was not until August 28, 1997, that DFP made a available an intemal
memo from July 1995 which suggested that the legal and accounting share of
headquarters office overhead were 4% and 9% respectively. This estimate was based on
relative square footage of office space, but never accounted for the expansion of
headquarters floor space which occurred beginning in May of 1996.

In addition to the application of the 13% compliance share of the
overhead for headquarters, DFP direct charged a portion of office supplies and equipment
to compliance expense, It is presumed that already included in the compliance
percentage of all headquarters overhead are those charges which DFP also direct charged
to the same category. It was concluded that this direct charging of overhead constituted a
double count of some compliance overhead.

Because of the deficiencies outlined above, it was decided to
recalculate exempt compliance expenses for DFP. The legal and accounting compliance
share of headquarters office overhead was calculated to be 17.9% based on the
headquarters office payroll. The disbursements database provided by DFP was
reconciled to bank records and to the latest DFP reports. Specific categories of
disbursements were drawn from the database and the exempt compliance disbursements
for 1995 and 1996 were calculated to be $1,866,428 and $1,754,749. The maximum
fundraising exemption of §6,182,000 was applied. The total disbursements were adjusted
for reconciling items such as offsets to expenditures, contribution refunds, loan
repayments and transfers to other affiliated committees. At August 14, 1996, the Audit
staff determined that DFP had made expenditures of $32,174,683 subject to the overall
spending limitation.
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The following amounts were discussed above and involve
additions to expenditure subject to the overall spending limitation.

e $100,125 resulting from the improper reimbursement for the use of a privately
owned aircraft;[see finding I1.B.]

e $1,164,175 in -kind from the RNC (excludes media and polling) [see finding
MI.A2.and 3.}

e $454,404 resulting from primary expenditures made on DFP’s behalf by
GELAC;[see finding II1.B.1.]

o $207,378 resulting from primary expenditures made on DFP’s behalf by DK;
[see finding II[.B.2.]

o $77,237 resulting from primary expenditures made on DFP’s behalf by Kemp
for Vice President;[see finding I11.B.3.]

e $249,858 resulting from the payment by DK, GELAC, RNC portions of
DFP’s obligation on the telephone system and the transfer of same to DK; [see
finding I11.C.]

e $90,011 resulting from the payment by DK, GELAC, RNC portions of DFP’s
rent and related obligations;[see finding II.D.)

a. Dole Supporter List:

DFP transferred supporter lists to DK in exchange for
$324,817 on May 31, 1996. This represented DFP’s calculation of half of the list
development costs. An additional $53,957.00 was wired on July 2, 1996 to DFP from
DK. A recalculation of the list value accounted for this transfer. In the documentation
accompanying the second payment, DFP and DK value the lists at 60% of 828,227 names
at 5.40 per name and 60% of development costs of $300,000.. From this, the Audit staff
concludes that DFP and DK regard the lists as capital assets and are transferring them as
such under the provisions of 11 CFR 9034.5(c)(1). However, DK neither reports a
subsequent sale of the supporter list nor includes them as an asset on DK's statement of
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Net Qutstanding Qualified Campaign Expenses. Historically, campaign lists have not
been included among capital assets because there is a reluctance on the part of the FEC to
require their sale in order to settle campaign debt.

Using DFP’s costs, their valuation of the supporter list is
approximately $.76 per name or $760 per thousand names. It should also be noted that
DFP representatives have maintained that the supporter list is not the DFP donor list.
Generally, a donor list is more valuable than a supporter list. One directory of mailing
lists offers political supporter lists for $55.00 per thousand. Clinton-Gore ‘96 contracted
with Names in the News/California, Inc., a list management company, to manage and
offer for public use the campaign’s active donor list. The price charged was $80.00 per
thousand names, substantially less than $760 per thousand. Further, DFP, despite
numerous requests, has not provided any documentation which establishes the number of
names contained on the supporter list or documented its cost calculation.

For these reasons, the Audit staff has not considered the supporter
lists to be capital assets. Therefore the proper valuation of the lists is fair market value.
Information gathered to date suggests that $760 per thousand names is many times the
fair market value. However, because the number of names has not been established, there
is no way to attach even a reduced valuation to the lists. As a result, the entire amount is
considered to be due from DK and no offset to expenditures subject to the limitation is
allowed.

Recommendation #14

The Audit staff recommends that within 60 calendar days of service of this
memorandumn DFP provide documentation which demonstrates the number of names
included on the supporter lists, and provide evidence of the lists’ fair market value.
Absent such a demonstration, the Audit staff will recommend that the Commission
determine that DFP received an in-kind contribution from DK and that DFP repay
$378,775 to DK and add $378,775 to DFP’s spending limitation.

b. Film Footage:

DFP transferred film footage to DK on May 31, 1996 for
$266,086. The valuation of the transfer was later reduced to $189,081 and an appropriate
amount was refunded. The amount paid represented one half of the production costs as
calculated by DFP, $155,942, and one half of associated focus group costs equal to
$33,139.

Documentation provided shows that fourteen primary
commercials were transferred to DK. Records also establish that each was broadcast at
least once in the general election period. Examples of placements were “Historic
Reforms” shown once at 6:18 A.M. on September 18, 1996, in Bismarck, North Dakota
and “American Hero” shown once at 7:35 A.M. on September 16, 1996, in Sioux City,

2
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Towa. For an expenditure of only $455, DK ran all fourteen commercials and met the
requirement that the primary campaign materials be used in the general election period.

The documentaticn failed to establish a connection between
the commercials and some of the production costs. The Audit staff could only associate
$54,193 of the production costs with the commercials used by DK. Simiiarly, $28,684 of
the focus group costs were associated with the commercials. Thus, DFP transferred
$101,749 ($155,942 - $54,193) in production costs and $4,455 (333,139 - $28,684) in
focus costs more than supported. In this transaction, DFP received $106,204 ($101,749 +
$4,455) in excess of the asset value transferred 1o DK.

Based on the documentation made available to date, DFP
owes DK a refund of $106,204 and an equal amount must added to DFP’s expenditures
subject to the spending limitation.

Recommendation # 15

The Audit staff recommends that within 60 calendar days of service of this
memorandum DFP provide documentation which shows the connection between the
production and focus group costs and a specific commercial. Absent such a
demonstration, the Audit staff will recommend that the Commission determine that DFP
received an in-kind contribution from DK, that DFP must repay $106,204 to DK, and add
$106,204 to its spending limitation.

c. Improperly Valued Assets:

A review of the asset transfers by DFP to DK and the
GELAC identified assets reportedly transferred by DFP, for which no documentation of
DFP’s acquisition could be found and one instance where the transfer value exceeded the
documented value by $20,000.

On July 31, 1996, DK paid DFP $8,546 for these assets. In
addition DK over paid DFP for a copier by $20,000. On August 22, 1996, the GELAC
paid DFP $24,055 for undocumented assets.

At the close of fieldwork, DFP was provided with a
schedule of the specific assets for which documentation could not be found or were over
valued according to the available documentation. DFP responded that it had paid for
every asset it had used or transferred, but did not supply any additional documentation

Becommendation #16

The Audit staff recommends that within 60 calendar days of service of this
memorandum the DFP provide documentation which demonstrates its acquisition of
these assets and their cost. Absent such a demonstration, the Audit staff wiil recommend
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that DFP repay $28,546 10 DK, 324,055 to the GELAC, and that $52,601 be added to
DFP’s spending limitation.

4 . , : ,
Muccllanmus_Adumnm:ms.Lo_Expendns fine | imitations: ures Subject to the

a. DFP received five offsets totaling $684,616 from either DK
or GELAC for the transfer of assets, for which 17.9% of the original cost has been
excluded from expenditures subject to the spending limitation as a compliance related
expenses. The offsets should be applied to expenditures subject to the limitation in the
same ratio as the original expenditures. DFP offset expenditures subject to the limitation
for the full amount. Accordingly, 17.9% or $122,683 should be added to expenditures
subject to the limitation.

b. During the expenditure report period, GELAC paid USAIR
for a DFP obligation in the amount of $5,073 and reimbursed DFP 316,967 for primary
expenses. These must also be added back to expenditures subject to the limitation.

C. Offsets received in 1997 totaling $416,269 may be
subtracted from expenditures subject to the spending limitation.

In summary, the effect of the adjustments to the DFP spending
limitation are as follows:

Expenses subject to the limitation through

DOI, August 14, 1996: $32,174,683

ADD:
In-Kind use of Air Plane 100,125
RNC in-kind 1,164,175
GELAC 1996 primary expenditures; 454,404
DK primary expenditures 207,378
Kemp for Vice-President 77,237
NTFC adjustment to spending {imit 249,858
Occupancy adjustment to limit 90,011
Dole/Kemp - Lists (Initial) 324,817
Dole/Kemp - Lists (Balance) 53,957
Dole/Kemp- File Footage 101,749
Dole/Kemp- Focus Groups 4,455
Transfer of correctly valued Assets 52,601
Asset Transfer Adjustment 122,683
GELAC paid DFP USAIR expense . 1;511?171?%1%{)_ L/
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GELAC reimbursed Primary Expense 16,967
LESS:

1997 Operating Offsets: (416,269)
Expenditures subject to the primary spending $34,783,905
limitation:

Adjusted Primary Spending Limit $30,910,000
Expenditures in Excess of the Spending $3,873,905
Limitation:

Repayment: $1,191,226

If the RNC Media and Polling expenses [finding I1.A.4. and

5).are determined to be a contribution in-kind to DFP, the

following will result:

RNC Media and Polling $18,452,039

Expenditures subject to the primary spending 53,235,944

limitation:

Expenditures in Excess of the Spending 22,325,544

Limitation: P

Repayment: $6,865,228
Runmmmdaﬁnnﬂl

The audit staff recommends that within 60 calendar days of service of this
memorandum, DFP demonstrate that it has not exceeded the spending limitation at 2

U.S.C. 441a (b)(1){A). Absent such a demonstration the Audit staff will recommend that

the Commission determine that either $1,191,226 or $6,865,228 is repayable to the U.S.
Treasury. The amount will be determined by whether the RNC media and associated

polling is determined to be an in-kind contribution to DFP or to DK.
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F. DETERMINATION OF NET QUTSTANDING CAMPAIGN OBLIGATIONS-
SURPLUS

Section 9034.5(a) of Title 11 of the Code of Federal Regulations requires
that within 15 days of the candidate’s date of ineligibility, the candidate shall submit a
statement of net outstanding campaign obligations which contains, among other things,
the total of all cutstanding obligations for qualified campaign expenses and an estimate of
necessary winding down costs. Subsection (b) of this section states, in part, that the total
outstanding campaign obligations shall not include any accounts payable for non-
qualified campaign expenses.

Section 9038.2(b)(4) of Title 11 of the Code of Federal Regulations states,
in part, that the Commission may determine that the candidate’s net outstanding
campaign obligations, as defined in 11 CFR 9034.5, reflect a surplus.

5
e
i
Es

i Senator Dole’s date of ineligibility was August 14, 1996. The DFP filed a
i Statement of Net Outstanding Campaign Obligations (NOCO) which reflected a $24,623

surplus at August 14, 1996. The Audit staff reviewed DFP’s financial activity through
March 5, 1998, analyzed estimates of winding down costs prepared by DFP and
developed the figures shown below.
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ASSETS
Cash in Bank {®)

Contributions Pre-DOI Depasited Subsequent to
DOl

(NSF Checks Pre-DOI Deposited Subsequent to
DOT)

(Refunds, Partisl Refunds Pre-DO| Deposited
Subsequentto DOTY

Accounts Receivable:
Press
Secret Service

Veador Refuads

Other Refund(s)

(Dole/Kemp '96 Bell Atlantic Refund )
{Dole/Kemp ‘96 Bell Atlaotic Refuad &
Ameritech)

Dole/Kemp ‘96 Szle Other Assets
Dole/Kemp '96 Sale Capital Assets
Repurchase of CD'y

Dole/Kemp ‘96 Asset Reverss] h)
(7/28/97 Sale for $166,427.29)

Travel Exp paid by DFP for Adv Team to
Pittzburg (Holiday lnn)

Dole/Kemp ‘95 Av Atlantic overpsymesnt

Dole/Kemp "96 Av Atlantic expense paid by
DFP

Dole/Kemp 96
Allocation post 12/5/06 winddaown (5]

Dole/Kemp ‘96 Compliance
(Thete aumbers are based on the deposita made
{or teat by the Primsry Committee, refunded to
the Complisace Committee

Dole/Kemp Compliznce (GELAC)
Payroll 11/30/96 , 12/13/96 & 7/10/97

Dole/Kemtp Complieace (GELAC) Sale Other
Assels

Dole/Kemp Complisnce (GELAC) Sale Capital
Assets

Multi Media

Total Assets

Dole For President

Statement of Net Ontstapding Campsign Obligations
as of Angust 14, 1996

as determined March §, 1998

2,712,273

73.579

(1.476)

{2,265)

371,156
164,816

286,130

20,000
6,145
55.049
221,900
202,767

166,427

3,688

80.316

. 6,350

930,569

15,201

186,978

42,600

44,476

66,163

69,838 2,782.111

2.921,343

Lo 5.703,494 nt L{
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OBLIGATIONS

Accounts Payable for Qualified Campaign

LI3LT
Expenses {d) ( 06)

Actual Winding Down Cost 8/15/96-3/5/98 (e} {999,634)

Estimated Wind Down (n (751,000)  (2,882.340)

Amounti Owed to Dole/Kemp '%6

Dole/Kemp '96 Bright Line Expenditures net of

occupancy (207,378)
Dole/Kemp "96 NTFC DFP expense: {15,628)
|Dele/Kemp ‘96 Focus Groups (4,455)
Dole/Kemp ‘96 File Footage (101,749)
Dole/Kemp ‘96 Lists (Balance) (53,957
Dole/Kemyp '96 Lists (Initial) (324,817)

Dole/Kemp '96 Assets soid 1o General lacking

; i documentation ® (28,546)
Dole/Kemp '96 Generel (1.476)
{This Kability results from the excess of DK
primary rent expenditures over DFP paid
security deposits refunded to DK.}

Dole/Kemp ‘96 Interest Eamed on CD's {10,230) (751,236)
Amounts Owad to thke GELAC

GELAC 1996 Primary Expenditures (454,404)

GELAC DFP improperly reimbursed pre doi

expense: (16,967)

GELAC - DFP -U.S. Air Expense Owed (5,073)

GELAC Phoae {9,091)

Dole/Kemp ‘96 Assets sold to GELAC lacking

documentation (2} (24,035) (509,590)

Amounts Due io the U.S. Treasury
Stale-dated checks (244,646)  (244,646)

Total Obligstions (4,387,812)
AT ST S ST

Net Quistanding Campaign Obligations -
Surplus 1,315,682
d
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(a) Outstanding checks issued prior to the date of ineligibility and determined to be stale-dated

have been added back to the cash in bank figure.

(b) Reversal of 7/27/97 equiptment repurchase from Dole/Kemp '96.

(c) This represents one half of the wind down cost paid by the General.

(d) The expenditures addressed in Finding(s) , Apparent Non-Qualified Campaign Expenses, were
paid afier the date of ineligibility. Therefare they have been excluded from Accounts Payable
for Qualified Campaign Expenses.

(e) This represents one haif of the wind down cost with amounts exclusive to the Primary
Committee added .

(f) This number stands as an estimate untii revised estimates are availabie from DFP.

(g) 7/31/96 & 8/22/96 asset sale for which complete documentation was not found.
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Section 9038.3(c)(1) of Title 11 of the Code of Federal Regulations states.
in part, that if on the last day of candidate eligibility the candidate’s net outstanding
campaign obligations reflect a surplus, the candidate shall within 30 days of the
ineligibility date repay to the Secretary an amount which represents the amount of
matching funds contained in the candidate’s surplus. The amount shall be an amount
equal to that portion of the surpius which bears the same ratio to the total surplus that the
total amount received by the candidate from the matching payment account bears to the
total deposits made to the candidate’s accounts.

The Audit siaff’s calculation of DFP’s Net Qutstanding Campaign
Obligations as of March 5, 1998 showed it to be in a surplus position in the amount of
$1,315,682 (see above). Of this surplus amount, $404,572 ($1,315,682 x .3075)® is
repayable to the U.S. Treasury.

Recommendation #13

The Audit staff recommends that within 60 calendar days of service of this
memorandum, DFP provide evidence that its Statement of Net Outstanding Obligations
does not reflect a surplus or that the surplus is a lessor amount. Absent such evidence,
the Audit staff will recommend that the Commission determine that $404,572 is
repayable to the United States Treasury pursuant to 11 CFR §9038.2(b)(4).

L Non-qualified Expenditures

Section 9032.9(a) of Title 11 of the Code of Federal Regulations
states, in part, that a qualified campaign expense is one incurred by or on behalf of the
candidate from the date the individual became a candidate through the last day of the
candidate’s eligibility; made in connection with his campaign for nomination; and neither
the incurrence nor the payment of which constitutes a violation of any law of the United
States or the State in which the expense is incurred or paid.

Section 9033.11(a) of Title 11 of the Code of Federal Regulations
states, in part, that each candidate shall have the burden of proving that disbursements
made by the candidate or his authorized committee(s) or persons authorized to make
expenditures on behalf of the candidate or committee(s) are qualified campaign expenses.

38 This figure (.3075) represents the Committee's repayment ratio as calculated
pursuant to 11 CFR §9038.3(c)(1). T :
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| Section 9034.4(a)(1) of Title 11 of the Code of Federal Regulations
states, in part, that all contributions received by an individual from the date he becomes a

| candidate and all matching payments received by the candidate shall be used only to

| defray qualified campaign expenses or to repay loans or otherwise restore funds (other

5 than contributions which were received and expended to defray qualified campaign

i expenses) which were used to defray qualified expenses.
\

Sections 9038.2(b)(2)(i}(A) and (ii)(B) of Title 11 of the Code of

Federal Regulations state, in part, that the Commission may determine that amount(s) of
any payments made to a candidate from the matching payment account were used for the
purposes other than to defray qualified campaign expenses. Further, an example of a
_ Commission repayment determination under paragraph (b)(2) includes determinations
i that a candidate, a candidate’s authorized committee(s) or agents have made expenditures

- for expenses resulting from a violation of State or Federal law, such as the payment of
fines or penalties.

e Section 9038.2(b)(2)(i11) of Title 11 of the Code of Federal

- Regulations states, in part, that the amount of any repayment under this section shall bear
the same ratio to the total amount determined to have been used for non qualified

R campaign expenses as the amount of matching funds certified to the candidate bears to
e the candidate’s total deposits, as of 90 days after the candidate’s date of ineligibility.

W, e
iron

A. INCURRED PRIOR TO THE EXPENDITURE REPORT PERIOD

In the course of reviewing DFP’s disbursements, items were
identifted which, on their face, do not appear to be qualified campaign expenditures. The
expenditures in question were presented to DFP at the close of fieldwork. DFP was able

to show that some of these expenses were qualified campaign expenses.

Eleven expenditures for $20,231 have not been addressed by DFP
and these are still regarded as non-qualified. The categories of non-qualified campaign
expenses were as follows: a $4000 refund of an NSF contribution, $6,465 in tax penalties
paid to local jurisdictions, $1,703 in duplicate payments to two vendors and $8,063 in
expenditures not campaign related. Of the expenditures which were not campaign
related, $5,054 was paid for personal travel by committee staff and billed to the campaign
and the remaining $3,009 was paid for the preparation of a senate financial disclosure
statement.

Recommendation #19

The Audit staff recommends that, within 60 days of the service of this
memorandum, that DFP provide documentation which demonstrates that the above
disbursements were qualified campaign expenses. Absent such a demonstration, the

Attachment ,
I ) R




7

Audit staff will recommend that the Commission determine that the DFP is required to
repay the U.S. Treasury $6,221 [$20,231 x 30.75%).

.  INCURREDINTHE POST EXPENDITURE PERIOD

$1,961,138 for liabilities of both the primary and general committees.
Half of this amount, $980,569, is therefore a receivable of DFP from DK. Further, this
amount is a non qualified winding down expense for DFP.

Recommendation #20

The Audit staff recommends within sixty days of the service of this memorandum
that the DFP provide documentation which demonstrates that DK either paid its share of
winddown expense or that DFP received reimbursement from DK for DK’s share of
winddown expense. Absent such a demonstration, the Audit staff will recommend that
the Commission determine that the DFP be required to repay the U.S. Treasury $301.525
[$980,569 x 30.75%].

A

Section 9038.6 of Title 11 of the Code of Federal Regulations
states, in part, that if the committee has checks outstanding to creditors or contributors
that have not been cashed, the committee shall notify the Comrission of its efforts to
locate the payees, if such efforts are necessary, and its efforts to encourage the payees to
cash the outstanding checks. The committee shall also submit a check for the total
amount of such outstanding checks, payable to the United States Treasury.

The Audit staff reviewed the DFP’s bank activity through Febrary
1998 for outstanding checks. The results of the review were presented to DFP at the
close of fieldwork. DFP was able to demonstrate that a portion of those initially |
identified were not unpaid obligations. A balance of 522 checks totalin $244,233 J
remains outstanding. Of these, 429 of the checks in the amount of\y_@/
contribution refunds.

Recommendation #21

The Audit staff recommends that within 66 calendar days of service of this
memorandum DFP provide evidence that the checks are either not outstanding or that
they are void and no obligation exists. If the checks are not outstanding the evidence
provided should include copies of the front and back of the negotiated checks or
negotiated replacement checks. If the checks are void the evidence should include
statements from the vendors acknowledging that they have been paid in full, or account
reconciliation’s showing that all billings have been paid. Absent the submission of such
evidence, the Audit staff will recommend that the Commission determine that stale-dated
checks, totaling $244,239, are payable to the United States Treasury. !
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Response of The Dote For President Committee, Iuc. to the Exit Conference
Memorandum of the Andit Division of the Federsl Election Commission
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I Introduction

On May 13, 1997, the Audit Staff ("Audit Staff"') of the Federal
Election Commission ("FEC" or "Commiission") issued its Exit Conference
Memorandum (“ECM") for the Dole for President Commitiee, Inc. ("DFP"). The
ECM contains the Audit S1aff's findings and recommendations following their
review of DFP records from the 1996 primarv presidential eiection. The following
comains DFP's responses 10 those findings and recormnmendations. Each of the Audit
Staff's findings is addressed separately. Specific arguments and relevant documents
are attached.

i1 DFP's Response to the Audit Stafi’s Non-Fepayment Matters
A, Loan to Dole/Kemp '96
Audit StafT Findings and Recommendations

The Audit S1aff found that a series of transfers between DFP and the
Doie/Kemp ‘96, Inc. Commitiee ("Dole/Kemp™) were actually ioans to and
repayments from DFP 1o Dole/Kemp. During the period the loan was cutstanding, it
was a prohibited contribunion.

The Audit Staff recommends that DFP amerd its reports to fully
disclose the transfers berween DFP and Dole/Kemp. The Audit Staff also recom-
mends that DFP provide documents to establish that the transfers were not
contnibutions and that it was permissible for DFP to purchase certificates of deposit
from Dole/Kemp.

DFP Response

Dunng late Ociober and early November of 1996, centain transfers
were made between DFP and Dole/Kemp accounts at Signet Bank and Franklin
Nanonal Bank as the comminees began to consolidate accounts and banking activity.
Some funds were transferred in error between the commitiees, insiead of internally
between accounts of the same committee, resulting in transfers between commitiees
which were not reporied with the activity for the fourth quanter of 1996. Reversing
transfers were made in November of 1996 to correct these errors, and amendments
have been filed 1o disclose both the initial transfers and the correcting transfers.

oy
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Over the course of the campaign, both DFP and Dole-Kemp opened
various lines of credit and loans with Signet Bank and Frarklin National Bank.
These included a line of credit to cover matching funds which were not yet paid in
early 1996, letters of credit 1o secure vendor services, overdraft coverage, borrowing
against funds due to the campaign, and other credit agreements made in the normal
course of business.

These loans were made in the ordinary course of business for these
banks and thus do not qualify as contributions to the campaign. 11 C.F.R.
110.7(b)(11). The campaign generally used certificates of deposit to secure its letters
of credit. Most letters of credit were established during the primary campaign. with
some new vendors added during the general election and some existing vendors
requiring additional deposits during the general election. Letters of credit already in
place when the general election began were transferred to the general election from
the primary, with the underlying certificates of deposit. Afier the general ejection,
these leners of credit and the underlying ceriificates of deposit were transferred back
to the primary committee, which has been the lead commitiee during the winddown
phase of the campaign. However, $202.767 is owed by Dole-Kemp *96 to Dole for
' President. as has been previously repornied.

i3 B. Receipt of an Excessive in-Kind Contribution
Audit Staff Findings and Recommendstions

| The Audil Siaff found that DFP received an in-kind conuibution from

William Keck in the amount of $100.125. because DFP paid Mr. Keck first class

' airfare rather than an hourly chaner rate for the use of his aircraft. The Audit Siaff
disagreed with DFP that use of the aircrafi was subject 10 reimbursement under
11C.F.R. 114.9(e).

The Audit Staff recommends that DFP show that the actual charter
cost was umely paid and therefore did not reczive an in-kind contribution, refund the
excessive portion of the contribution to the Treasury, and provide any relevant
information that would show that the flights were correctly reimbursed.

DFP Response

As we explained in our last response, at the time it was used by DFP,
William Keck's aircraft was not being used as a charter aircraft, but was a corporate
aircrafi in all respects except formal title. Mr. Keck was and still is the sole owner of

3
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the Coalinga Corporation. The aircraft was maintained for use when the corporation
needed it and its tail is embossed in "CC" for Coalinga Corporation. See attached
statement of Patrick Templeton (Exhibit 1). There was no way for DFP to have
known that the plane was not a corporate aircraft. Indeed, over the years Members of
Congress of both parties have used the aircraft repeatedly at a first class
reimbursement rate. Thus, DFP properly paid first class airfare for using that plane
under 11 C.F.R. 114.9(e). Moreover, even if Mr. Keck's aircraft was considered an
individually owned aircrafi, pavment of a charter rate for air travel to cities with
regularly scheduled service is only appropriate when the aircraft is used for commer-
cial purposes. The Commission's regulations firmly estzblish that first class airfare is
the appropniate rate for a non-commercially used aircraft. See 11 C.F.R. 114.9(e);
see also 11 C.F.R. 9004.7(b)(5)(i).

Also, even if the use of the aircraft valued at a charter rate, the FEC
Auditors erronecusly estimated the charter rate at $4,500 per hour. According to Mr.
Keck. the charter rate for comparable planes for known and repeat passengers at that
time was actually $3.100 per hour. This is.known as an "inside rate" which centainly
would have been available o the campaign. Also, the Auditors included the so-
called "dead-head time™ that it took the aircraft to fly from California to Washingion,
D.C. 1o pick up Senator Dole. 1t is not the ;ustomary practice of charter air lines to
charge for such "dead-head” time. Indeed, unless there was a dire emergency urging
a cenan aircraft, an entity leasing as aircraft at charter rates would never lease an
aircraft 3.000 miles away and incur a dead-head such as that. Thus, although DFP
did not receive an in-kind contribution from Mr. Keck, if the Audit Staff determines
that a contribution was made, any such contribution should not exceed $28.895 (15.2
hours flight time @ $3.100 per hour. less $17.225 already paid less $1.000
exempuon). Furthermore. even if the higher commercial rate should have been
charged. this i1s a maner for consideration for referral 1o the Office of General
Counse! to determine if a violation of 11 C.F.R. § 114.9(e) occurred and does not
involve repavment of public funds. No public funds could have been involved.

C. Allocstion of State Expenditures
Audit Stafl Findings and Recommendations

The Audit Suaff found that DFP expenditures chargeable to its lowa
limit 101aled $1.100.078 and thus exceeded the expenditure limit in lowa by $53,094.

The Audit StafT recommends that DFP provide documentation to
demonstrate that disbursement subject to the lowa spending limit did not exceed the
4
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limitation.
DFP Response

The FEC Auditors erroneously counted indirect polling expenditures
toward DFP's lowa expenditure limit. These indirect costs were related to activities
that were analytical and strategic in nature and had overarching implications for the
campaign in all fifty siates and not only in Jowa. See aftached statement of Bob
Ward who was head of polling for the campaign (Exhibit 2). Thus, they are not
allocable to the lowa limit. Indeed, per instructions from DFP, polling vendors broke
down their bills according 1o whether their services were directly related to Iowa or
were indirect as described above. See id. For example, invoices from Public
Opinion Strategies specified such indirect costs as "overhead." See attached
statement from Bob Mclnturff (Exhibit 3). The vendors provided these overarching
indirect services with the intent that they would provide polling services to DFP
throughout its entire national campaign.

These indirect costs total $21.083.00. In addition, as the attachment
at Exhibit 4 explains, the Commitiee does not believe the amounts attributed to
Electronic Engineening ($1.054.18). Strategic Planning ($21,693.9¢9, and a portion
{510.609) of the amocunt anributed 1o TKO Productions should be allocable. Thus,
the amount in excess of the Jowa limit should be $26.658.86 resulting in a repaymeant
of £8.197.59.

D. Misstatemenst of Financial Activity
Audit Stafl Findings and Recoinmendations

The Andit .Staff found that DFP overstated its cash on hand as of
December 21. 1997 by $181.115.

The Audit Swaff recommends that DFP file a comprehensive amended
report for calendar vear 1997 and amnend 1ts most recent report.

DFP Response
DFP has complied with the Audit Staff's suggestions and is filing

amended summary pages for 1997. The appropriate supporting schedules will be
filed shortly. Copies of these reports are attached at Exhibit 5.

o
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III.  DFP's Response to the Audit Stafl's Findings of Repayments to the U.S.
Treasury

A. Expenses Paid by the RNC
Audit Staff Findings and Recommendations

The Audit Staff found that the RNC made improper expenditures.
The following provides a general response to these findings and recommendations
and then provides separate responses regarding each type of expenditure listed by the
Audit Staff.

DFP Response

The RNC properly paid for coordinated expenditures incurred on
behalf of the general election campaign and its own expenses incurred exclusively on
behalf of the RNC. As a preliminary marter, the Audit Staff's findings rely on
unfounded negative inferences drawn from DFP's reduction in spending after Senator
Dole became the presumptive nominee. Indeed, the Audit Staff infers that DFP's
reduction in spending is evidence that it was using RNC funds to circumvent the
spending limit. Insicad. DFP reduced iis spending because, as the Audit Swaff
acknowiedges. it was running out of money and had secured the nomination.

Indeed. with the nomination assured and the primary season over, DFP did not need
to incur expenses for polling or other large costs.

Also. purpose of the audit process is to obtain repayment for public
funds which were either misused or improperly documented. 1t is not meantto be a
punitive process or to recapture private funds. Thus, even if the RNC expenditures
were somehow considered to be in-Kind contributions, those expenditures cannot be
subject 10 repayment because the RNC does not receive public funds. Rather, all of
the RNC funds described below, such as those spent on the ads, carne exclusively
from disclosed pnvaie donations. If the RNC spent more on issue ads than DFP
received in public funds, according to the Audit Staff's theory, the Dole campaign
would be required to repay the U.S. Treasury more than it received in total in public
funds. In a similar way, the Comrmission in 1984 tried to assess a repayment of an
amount which encompassed the use of public and private funds. The courts
categorically denied this methodology and siated that:

repayment orders [must] be limited to the amount of
federal funds that the Commission reasonably

6
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determines were spent by the Committee for
unqualified purposes. The Commission's regulations
establish an unreasonable presumption that all
unqualified expenditures are paid entirely out of federal
funds.

Reagan for President Com. v. FEC, 734 F.2d 1569, 1570 (D.C.Cir.
1984) (citing Kennedy for President Com. v. FEC, 734 F.2d 1558 (D.C.Cir.
1984})(emphasis added). This is particularly exacerbating given that DFP is being
made to repay expenditures made by the RNC, an entirely separate committee
containing nothing but segregated private funds. The Audit Staff cannot even assent
a fungibility of money argument because RNC funds are not fungible with DFP
funds.

The Audit Staff is also circumventing the enforcement procedures
established under 2 U.S.C. § 437g. By attempting to address through the aucdit
process that which is reserved for the enforcement process under Section 437g, the
Audit S1afT has improperly shified the burden of proof from the Commission to DFP.
DFP is being made to demonstrate, in response to informal inferences, why DFP did
not violate the law and also to pay a flat repayment for private funds spent by the
RNC. If the Audit Staff believes that an excessive contribution was made, the proper
procedure is to refer the matter to the Office of the General Counsel and let the
Commussion decide whether to pursue the matter in an enforcement action. This
process cannot be circumvented through the fiction that there is a recovery of
misspent or improperly documented public funds.

(1) RNC Coordinated Funds

The Audit Staff found that RNC improperly paid $781,330 in
coordinated expenditures prior to Senator Dole's nomination.

The Audit Staff agrees with DFP's earlier response that a party
committee may incur coordinated expenditures on behalf of the party's presidential
candidate before the candidate officially becomes the party's nominee. However, the
Audit Staff objects to the use of RNC coordinated funds because the Audit Staff is
imposing a purpose test on these expenditures. Specifically, the Audit Staff asserts
that a party cannot use its funds to pay for costs incurred by its presumptive nominee,
unless those costs are for the purpose of influencing the general election. This is
contrary to the Comrmission's position from the party's perspective, the general
campaipgn begins once a candidate is assured of the party's nomination. AO 1984-15.

7
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The Audit Staff concedes that Senator Dole became the Republican Party's
presumptive nominee in late March 1996. Thus, according to the Commission's
reasoning that when “a candidate appears assured of a party’s nomination, the general
election campaign, at least from the political party's perspective, may begin. "all
coordinated expenditures made by the RNC from that point forward were made with
an eye towards the general election and are permissible coordinated expenditures.
The Audit Staff's position is squarely at odds with the law. A party commitiee has a
limited sum of coordinated funds it may spend, if it chooses to use part of that limit
prior to the date of the primary or convention, as the RNC did here, it has long been
undersiood that that is the business of the party committee.

However. even if we were to assume that the Audit Staff's purpose
test was the proper standard, the RNC's coordinated expenditures were clearly made
for general election pusposes. Senator Dole was the presumptive Republican party
nominee. He has secured a sufficient number of delegates to assure a first round
victory at the National Republican Convention. Therefore, the only remaining
election 1o influence was the general election. Any expenses paid by the RNC with
coordinated funds to influence an election had to have a purpose to influence the
general election. 1d. (expenditure seeks to influcnce the general election when the
expenditure influenes a choice of candidates that will occur only in that general
election). Also. although not required by FEC regulations, the attached documents
establish in detail that the RNC's pre-convention expenditures were made for the
purpose of influencing the general election campaign.

Thus. $742.213 should not be attributed to DFP's spending limit.
(2) RNC Pavroll

The Audit S1aff recornmends that DFP present evidence that the
former DFP s1tafl members and vendor/consultants referred to in the ECM were
providing services solely for the RNC rather than DFP, including a detailed
descnpuon of their duties.

As 1s the standard practice in presidential campaigns, once Senator
Dole was assured of the Republican Panty's nominee, former DFP staff joined the
RNC 10 assist the RNC in its state and congressional fundraising and party building
acuvities. Indeed. the memorandum referenced by the Audit Staff makes clear that
the RNC was controlling and directing the activities of these staff members and that
those activities went to promote the RNC's agenda. |

g
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Former DFP advance staff used their experience to perform advance
work for the RNC. In some instances, this meant working with Senator Dole when
Senator Dole participated in RNC fundraising activities. In those cases, DFP was
careful 10 pay Senator Dole's travel and related expenses while the RNC paid for its
own staff expenses. See 11 C.F.R. 9034.7(2) and (b). Indeed, under this
Commission Regulation, it would have been entirely inappropriate for DFP 1o pay
for RNC personnel 1o travel to RNC fundraisers.

As DFP has explained in the previous response, the former DFP staff
members and consultants at issue in this audit worked exclusively at the direction
and for the benefit of the RNC while on the RNC's payroll. Indeed, DFP cannot
provide the specific information regarding their job duties requested by the Audit
Staff because such information is within the exclusive purview of the RNC. Thus,
DFP would only be speculating as to what their duties may have been while
employed at the RNC.

(3) Media

The Audit Staff recommends that DFP docurnent that the
advertisement referred to by the Audit Staf ¢ were neither coordinated with DFP nor
contained an electioneering message.

DFP Response

The RNC independently designed, produced, and aired the issue
adveriisement campaign referred to by the Audit Staff. DFP did not direct or control
those ads. The RNC created, produced. and distmibuted those ads without direction
from the candidate or the campaign. The RNC had full and final authority over both
the production and the geographic distribution of the ads. Neither Senator Dole nor
campaign personne! paricipated in the production or airing of the ads except that the
RNC, as a matter of courtesy, showed the ads 1o the campaign afier the ads were
finalized and made public. See affidavit of Scott Reed at Exhibit 6. Indeed, there
were occasions where Senator Dole and the campaign were dissatisfied afier viewing
the finalized RNC ads, which were aired.

The Audit Staff gives much weight o a televised interview that
Senator Dole gave in Orlando. Florida on June 6, 199¢€, in which he said that the
RNC was airing a sixty second ad about the “Bob Dole story.” Nowhere in that
interview, however, does he suggest that either he or his campaign staff directed or
even participated in the production or distribution of the ads. Rather, the interview
9
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supports the contrary - that the RNC showed the ad to the campaign afier it was
finalized and made public.

As for Don Sipple, he and his consulting firrn, New Century Media
Group. Inc. (*“New Century™), ceased being a consultant to the Dole campaign on
March 31, 1996. Although he was re-hired by the campaign on June 21, 1996 for
convention-related services. he was a paid consultant to the RNC during the time in
between. Thus. when the ads at issue were created, produced and aired, Mr. Sipple
was being directed by and his Jegal duty was to the RNC.

Some film footage used in *“The Story™ had been shot for the cam-
paign earlier by Mr. Sipple. However, the RNC made a decision independent of the
campaign to use that footage in its ad and entered into an “arms-length” agreement
with DFP 10 purchase that footage. The RNC purchased certain footage created by
Mr. Sipple for the campaign at the standard industry “clip rate™ of $.40 per second.
The campaign did not control what film footage was chosen by the RNC or what
issues would be addressed by the RNC advertisement.

Even if there was coordination. coordination with a presidential
campaign does not. by itself, transform a national party committee s advertisements
into In-kind contributions or coordinated expenditures. See AD 1983-14. Those
advertisements must also depict a clearly identified candidate and contain lanpuage
expressly advocating the election of that candidate. See Id.; See Bucklev v. Valeo,

424 US. 1, 4244 (1976). See Main Ripht to Life Comminee, Inc. v. FEC,915F,
Supp. 8. 13 (D.Me. 1996); Clifion v FEC. 927 F.Supp 493.499 (D.Me. 1996). The

ads 1n question are also the subject of an investigation by the Commission.

Thus. there was no in-kind contribution in the amount of $17.904,238
from the RNC 10 DFP. Moreover. this amount should not be atmributed to DFP's
spending himut.

(4) Poliing Expenses

The Audit Staff recommends that DFP present evidence that polling
expenses tncurred in relation to the RNC' issue ad campaign described above did not
qualifv as in-kind contributions to DFP in the amouni of $547,801.

DFP did not conduct any polls afier Senator Dole became assured of
the Republican Pany"s nomination because there were no more primary elections for
which such polis would have been useful. indeed. the Audit Staff itself has
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recognized that Senator Dole became the presumptive nominee in the end of March
1996. Thus, the Committee has no documents regarding polling for the period
referred to by the Audit Staff.

With respect to Tony Fabrizio, his contract with DFP ended in March
of 1996. Any activities engaged 1n by Mr. Fabrizio for the RNC during the pericd
referred 1o by the Audit Staff were wholly independent of DFP and engaged in solely
on behalf of the RNC. Indeed, given that the polling documents sought by the Audit
Staff are those concerning the RNC's independent media campaign described above,
DFP would not have any relevant documents. Thus, it is possible that Mr. Fabrizio
conducted polls in connection with the Media campaign addressed above, but any
such activity would have been wholly separate from and outside the knowledge of
DFP.

Thus, the RNC did not make an in-kind contribution to DFP of
$547.801 and this amount should not be added to DFP's expenditures subject to the
limitations. This amount is also not repayable to the U.S. Treasury.

B. Primary Expenses Paid by Related Committees
Audit Staff Findings and Recommendaiions

The Audit Staff recommends that DFP demonstrate that the $454,404
incurred by the general election legal and accounting compliance committee
("Compliance Committee” or "GELAC") in travel and overhead expenses were not
actualiy DFP expenses.

The Audit Staff found that Dole/Kemp incurred $416,000 in expendi-
tures between June 17, 1996 and August 14. 1996. $278,562 of these costs were for
goods. facilities and services used in the primary period. ($71,000 of this rent which
1s discussed in ths section at Pant D). The Audit Staff recommends that DFP
demonstrate that these disbursements were not primary related and that goods and
services were used in the general election period.

The Audit Swaff found that $77,237 in materials used at the
convention were an in-kind contribution from the Kemp for VP Committee to DFP
because they promoted the candidacy of Senator Dole and occurred prior to the
convention.

DFP Response
11
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Dole/Kemp and the Compliance Commitee made expenditures for
overhead and salaries of individuals who were working exclusively for the general
election and paid a pro-rata share of the travel costs incurred on their behalf under 11
C.F.R. 9034.4. Thus, expenditures made by the Compliance and the General
Committees were properly allocated to those committees, respectively.

{(8)  The Compliance Committee

The attached documents establish that payments made by the Compli-
ance Commitiee were for expenditures for overhead and salaries incurred exclusively
for the benefit of the Compliance Comminee. See Exhibit 7. Indeed. the Audit Staff
focuses on costs incurred for facilities and expanded work space that would be used
by the Compliance Committee exclusively in the general election campaign. This
rebuts the presumption that expenditures incurred prior to the date of a candidate's
nomination should be allocated to the primary election. 11 C.F.R. § 9304.4(¢);
Financial Control and Compliance Manual For Presidential Primary Candidates
Receiving Public Financing Chapter 1, Section C(2)(c).

With respect 1o the fundraisers in Texas and Tennessee referenced by
the Audit Stafl, DFP has pro-rated between the Committees the costs of the
fundraisers and travel thereto in accordance with the Commission’s regulations at 11
C.F.R. 9034.4. Indeed. when travel costs were related to a dual fundraising purpose.
the Primary Comminee diligently followed the Commission's procedure for allocat-
ing such expenditures between the Pnmary Commitiee and the Compliance Commit-
tee. See 11 C.F.R.9034.7.

Thus. only $35.317 is owed 10 the Compliance Commiitee. Also,
oniy $35.317 should be added to DFP's expenditures subject to the spending limit
and $10.860 1s repavabie 1o the U.S. Treasury.

{(b) The Dole/Kemp Committee

Expenditures made prior to the date of the Republican party conven-
tion are allocated to the general election if those expenditures were made exclusively
for general election purposes. 11 C.F.R. § 9304.4(e); Financial Control and
Compliance Manual For Presidential Primary Candidates Receiving Public
Financing Chapier 1, Section C(2)(c). The anached documents make clear that the
expenditures singled out by the Audit Staff were for facilities, including furniture,
supplies, and equipment and the build-out of the office space necessary to
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accommodate the larger campaign staff, obtained for the general election. See
Exhibit 8. As Andrea Mack, the campaign's Deputy Director for Administration,
explains in the attached statement, the general election commitiee had to begin
preparation for the general prior to the date of Senator Dole's nomination so that
Committee staff would have facilities and equipment with which 10 work once the
general election campaign began. See Exhibit 9. Thus, given the exclusive general
election purpose for which almost all of these pre-convention expenditures were
made, they must be attributed to the general election.

Upon review of the items in question, the Committee has determined
that $1.543.16 should have been paid by Dole for President. The remaining
$262.054.65 is not owed 10 Dole/Kemp. Also. this amount should not be added to
DFP's expenditures subject 1o the spending limit and $80,581.80 is not subject 1o
repayment to the U.S. Treasury. A repayment of $474.52 is due.

(¢) Kemp for Vice-President

Commission regulations clearly permit a candidate or his authorized
commitiee 1o include a reference 1o ancther federal candidate on campaign materials
used in connection with volunteer activity without making a contribution to that
federal candidate's campaign See i1 C.F.R. 100.7(16). Thus, Kemp for VP did not
make a contribution to DFP when it used Senator Dole’s name on signs and provided
those signs and other permissible campaign materials to volunteers at the Republican
convention.

Thus. $77.237 is not owed 1o the Kemp for VP Committee. Also, this
amount should not be added to DFP's expenditures subject to the spending limit and
$25.7501s not subject to repavment to the U.S. Treasury.

C. Telephone Equipment L.eases and Purchases
Auydit Staff Findings and Recommendations

The Audit Staff found that a series of ieases that DFP entered into
with NTFC Capital Corporation. Inc. ("NTFC") resulted in prohibited corporate
contnibutions from NTFC to DFP. The Audit Staff also found that the RNC,
Dole/Kemp. and the Compliance Commitiee made in-kind contributions to DFP by
paying for a portion of the telephone system expenses.

The Auditors recommend that DFP demonstrate that NTFC has not
13
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made an unlawful contribution in the form of an extension of credit cutside normal
course of business and that the RNC, Dole/Kemp, and the Compliance Commitiees
praperly paid a ponion of the telephone expenses.

DFP Respoense
Florida Pbone System

DFP agrees with the Audit Staff that DFP owes Dole/Kemp $4.368
for a phone system transferred between committees in error. This phone system,
used in Florida. remained on the asset list. in error, after it was reported stolen.

DFP disagrees with the Audit Staff, however, in that the delay in
resolution of stolen equipment between the campaign, vendor, and insurance
company constitutes an extension of credit. While the vendor finalized a settlement
offer in January of 1998, this item. in fact, is still in negotiation. Also, while the
insurance company did send a payment of $5.000, the campaign is stiil questioning
the amount. Should the insurance company pay for the lost equipment as the
campaign is requesting. then there would be no additional amount subject 1o the
spending hmitation.

DC Phoae System

Regarding the phone system at the national headquarters during the
Priman . the purchase price was $308.864 {16 payments of $19,304 = $308.864). On
August 22, 1996, the system was valued at $282.000 and Dole/Kemp purchased it for
$169.200 or 60% of value.

After the election on November 5, 1996, the phone system was sold to
DFP to be used for wind-down purposes. The wind-down purpose for the phone
system was to provide phone service to staff and auditors necessary for campaign
close out and audit acuvines. The phone sysiem was sold for 60% of $169,200 or
$101.520 This wransaction was recorded on the books on July 28, 1997. This
transaction should have been recorded etght months earlier, but the books were
updaicd all at one ume 1n July when this issue was acted vpon and finalized.

The phone system was then sold to a third party for $130.000, of
which DFP only realized $110.500 ($19.5060 was paid in commission 10 Line Two
Communications). The cost was deposited to the Genera) account initially in error
and then was transferred to the correct Primary account.
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Since $308,864 was the purchase price of the phone system during the
Primary, DFP should have sold the equipment to Dole/Kemp for $185,318 or the
actual 60% (rather than $169,000). During wind-down, Dole/Kemp should have sold
the equipment to the Primary wind-down team for $111,191 or the actual 60%
(rather than $101,520).

By correcting the $169,000 to $185,318, Dole/Kemp owes the
Primary an additional $16,318. By correcting the $101,520 to $111,191, DFP wind-
down owes Dole/Kemp $9,671. The net is that Dole/Kemp owes DFP $6,647 for the
DC phone system.

The $130.000 receipt, however, by DFP was reported on line 20A on
the 3™ quarter 1997 FEC report. It appears that this receipt should have been
reported on line 20C and, thus, the Audit Staff may be correct in adding this amount
to the expenditure limit. The Audit Staff ask why the sale to DFP was recorded on
the books on July 28 when the check from the 3™ party sale was dated July 24. We
explained the reason above. However, if the Audit S1aff wanis, we are willing 10
reverse the transaction between Dole/Kemp and DFP. Please note that, even if the
sale of this equipment from Dole/Kemp to DFP wind-down were t> be reversed as
the Audit Staff suggests, there would be no significant change to the net result.
Dole/Kemp would both return to DFP the $1]1.191 it received for the equipment and
deposit the $110,500 received by the Primary (which received it from the third
vendor).

The Audit Staff questions two partial payments made by the GELAC.
Duning the month of May. 7% of the campaign staff were employed by the GELAC
and accordingly 7% of the phone system was paid by them (7% of $19,303.96 =
$1.351.28). During the month of June, 4% of the campaign staff were employed by
GELAC and accordingly 4% of the phone system was paid by them (4% of
$19.303.28 = §772.16). DFP finds these allocations 10 be appropriate.

Regarding the payments made by the RNC, these were valid
coordinated expenditures (see discussion of RNC coordinated expenditures in this
section at Part A(1)).

Lestly, with regard 10 an outstanding amoumt due 1o NTFC, both the
vendor and the campaign were unaware that a payment was ouistanding. Since the
Audit StafT has conciuded that an amount is due, the campaign has contacted the
vendor 1o further investigaie and resolve this issue.

15
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New Century Media Phone System

The Audit Staff finds that the campaign is responsible for making
payments on a phone system being leased by one of its vendors (New Century
Media). DFP believes, and NTFC (the Lessor) concurs, that it is not the campaign’s
responsibility to fulfill the contractual obligations of a vendor. Consequently, DFP
cannot have incurred any debt or extension of credit on its behalf.

Summary

DFP owes Dole/Kemp $4,368 for the Fiorida phone system and
Dole/Kemp owes DFP $6.647 for the DC phone system. The total adjustment should
therefore be a $2,279 transfer from Dole/Kemp to DFP. See the attached chart at
Exhibit 10.

D.  Campaign Headquarters Security Deposits and Rent
Audit Staff Findings and Recommendations

The Audit StafT found that the RNC's use of coordinated funds for the
July and August remal payments for the national campaign headquarters at the 10"
floor (*10” Floor") of 810 1 Street and renovations to the 10® floor and other office
space used by the general election campaign staff constituted excessive contributions
1o the primary campaign.

The Audit S1afT also found that the Compliance Committee and
Dole/Kemp owed DFP the secunty deposits refunded to the Compliance Committee
and Dole/Kemp rather than DFP.

The Audit Staff recommends that DFP demonstrate that it did not
receive an excessive in-kind contribution from the RNC in the amount of $116,307,
and that neither Dole/Kemp nor the Compliance Comminee owe DFP monies for the
refunded security deposits.
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DFP Response

Rent, Renovations, and Occupancy Costs

The 10" floor was used by Dole/Kemp in the general presidential
election and was used exclusively by persons working for the general election
campaign. Thus expenditures for renovations and improvements for the 10" floor
($64,647) were made for the purpose of supporting the general election campaign.
See 11 C.F.R. 9034.4(e)(3)(expenditures for overhead and use of office space apply
to the general elections when the overhead and office space are exclusively used for
the general election), see also discussion and statement of Andrea Mack at Exhibit 8.
The use of coordinated funds ($116.307) to pay for such renovations is consistent
with the Audit Staff"s assertion that coordinated funds must be used for activities in
support of the general election. Thus, the RNC properly paid for renovations to the
10® Floor and its rent.

Additionally, the Audit Staff questions two partial payments made by
the GELAC. Dunng the month of May, 7% of the campaign staff were employed by
the GELAC and accordingly 7% of the rent was paid by the GELAC (7% of $28,382
= $1.987). During the month of June, 4% of the campaign staff were employed by
GELAC and accordingly 4% of the rent was paid by the GELAC (4% of $48,677 =
$1.947). DFP finds these allocations to be appropriate.

Deposits and Deposit Refunds

The Audit Staff reponis that the Primary paid $104.362 in rent deposits and
that the General paid $20.295. The audit stafT questions the deposit paid by the
General comminee. The tenth floor. however. was acquired and being set-up for the
General elecuion. The 1enth floor occupants were Dole-Kemp 96 and a vendor, New’
Century Media. $29,110 was the rent for the additional space and the same amount
was required as a secunty deposit. The §29,110 deposit was allocated to Dole-Kemp
'96 and to New Century Media based on the amoun! of space that was occupied by
cach. Dole-Kemp's allocation amounted 1o $20.295 and New Century Media's
allocation amounied 10 $8.815. New Century Media's space was assigned 1o Dole
Kemp "96 in September, 1996, and Dole Kemp *96 then paid an additional security
deposit of $8.815.

On July 17, 1996, $29.100 was paid by the Primary committez to
Metropolitan L.ife as a security deposit for the eighth floor. This floor was occupied
by Dole-Kemp "96 and the General comminee should have paid for the deposit. A

17
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correction for this was made on February 21, 1997 with a wire transfer of $29.100
from Dole-Kemp 96 10 Dole for President. Attached, please find the supporting
docurnentation for this transfer. See Exhibit 11.

Total deposits paid by Dole-Kemp 96 were as follows:

$20.255 10™ floor
$ 8.815 10" floor

$29.100 8" floor
$58.210 Toal

Less the $8.815 still payable to the General by the landlord, $51.592.57
($49.395 deposit and $2,197.57 interest) is the amount that should have been
refunded 10 the General. Since $83,465.99 (£77,059.50 deposit and $6,406.49) was
actually refunded 1o the General, the additional $31,873.42 ($27,664.50 deposit and
$4.208.92 interest) is due the Primary committee.

Since the GELAC did not pay toward the deposit, the $19,134.69 (518.487.63
deposit and $647.00 interest) that was refunded and deposited by the GELAC should
also be returned to the Primary committee.

In sum. the $31.873.42 from the General committee and $19,134.69 from the
GELAC amount to $51,008.11 and need to be ransferred to the Primary committee.

Total deposits paid by Dole for President were as follows:

$18.487.63 4" floor

$56,763.50 3" floor
§75.252.13 Total

The deposit refund due is $80.618.42 ($75.252.13 deposit and $5.366.29
interest). Since $29.610.31 ($29.110.00 deposit and $500.31 interest) was refunded
to the Primary. $51.008.11 ($46.142.13 deposit and $3,865.98 interest) is stilf due, as
reconciled above.

Interest

The Audit Staff finds that the GELAC shouid pay Dole for President $647.06
for interest eamed by DFP paid deposits. The committee agreas and has included
this amount in $19.134.69 to be paid 10 DFP by the GELAC.

I8
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The audit staff also reports that the General commitiee should pay Dele for
President $6.406.00 for interest eamed by DFP paid deposits. The committee finds
that $4,208.92 should be paid to DFP by the General for interest on the security
deposit and has included this amount in the $31,873.42 to be paid to DFP by Dole-
Kemp 96.

Of the $6,406.00 that the audit staff references, $1.687.26 should not be
inciuded because it was interest for a security deposit ($320,295) paid by Dole-Kemp
'96. The remaining difference is $510.31. This interest amount also relates to 2
security deposit ($29.100) paid by Dole-Kemp "96, which was erroneously deposited
in a Primary account.

The chart on the attached page summanizes the committee’s findings as to the
amounts due 10 and from the various commitiees and the effect that the ransactions
have on DFP's spending limitation. See Exhibit 12.

E. Assets Transferred Between DFP and the Other
Committees

Audit Staff Findings and Recommendations
(1)  Supporter List

The Audit SaafT rejected DFP's characterization of the sale of a
supporer list to Dole/Kemp as a transfer of assets 10 Dole/Kemp. Also. the Audit
SufT found that the entire $378.775 paid by Dole/Kemp for the lists was due to
Dole/Kemp because the Audit S1aff could not establish a fair market value for the
list

Thc Audit Staff recommends that DFP document the fair market value
of the list by providing the number of names on the list.

DFP Response

As DFP explained in its previous response, it is standard industry
practice to establish a price per supporter name by dividing the total cost of a
supporter program by the total number of names generated by such program. See
statement attached at Exhibit 13. As the Audit S1aff requested, DFP has attached
records documenting that the total number of names generated by the Dole Supporter
19
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program was 876,087, Id. Thus, at $0.40 per name, these documents establish that
$350,435 was the fair market value of the list.

Thus, only $28.340 should be added 1o DFP's spending limitation and
$8,714.55 must be repaid to the U.S. Treasury.

{b) Film Footage

The Audit Staff found that there was insufficient documentation to
establish that the portion of production costs billed by DFP to Dole/Kemp were for
the production of the film footage wansferred to Dole/Kemp.

The Audit Staff recommends that DFP document the connection, such
as use during the general election. between the production cost assessed to
Dole/Kemp and a specific commercial.

DFP Response

DFP has anached invoices that demonstrate that twelve of the
fourieen advenisements whose production costs were assessed to Lole/Kemp were
arred during the general election. See Exhibil 14. There has been some confusion
generated by the remaining two ads because the production code numbers assigned
to those ads changed after the ads were edited by the primary commitiee, but the
onginal pre-edit code numbers were used when the ads were iransferred 10 the
penerzl committee. DFP has attached contemporaneous memoranda that establish
that the remaining two ads transferred to Dole/Kemp whose production costs were
charged 1o Dole/Kemp were also aired by during the peneral election, Id. Thus,
$106.204 should not be added 10 DFP's spending Limit. nor must DFP repay
$32.657.73 10 the U.S. Treasury.

(c) improperly Valued Assets

The Audit Suaff found that documents for miscellaneous assets
transferred from DFP to Dole/Kemp were missing.

The Audit Staff recommends that DFP provide documents
demonstrating the acquisition of certain assets or their costs.

20
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DFP Response

DFP has no additional documentation at this time, leaving $28.546
payable to Dole-Kemp *96, $24,055 payable to the GELAC, $52,60] added to the
spending limit, and $16,174.81 due to the U.S, Treasury.

F. Determination of Net Qutstanding Campaign Obligations-
Surplus

Audit Staff Findings and Recommendations

When the Audit Staff calculated DFP's net outstanding campaign
obligations, the Audit Staff found DFP 10 be in a surplus position of $227.062.

The Audit Staff recommends that DFP provide evidence that it is not
in a surplus position or that the surplus is a lesser amount.

DFP Response

DFP has reviewed its statement of net campaign obligations and has
found no surplus. Indeed, total monies available to DFP are addressed in the
conclusion.

Thus, $69.822 is not repayabie to the U.S. Treasury.
G. Other Repayments

Non-Qualified Expenditures Incurred Prior to the Expenditure
Report Period

Audit Staff Findings and Recommendations

The Audit Staff identified ceriain items which on their face did not
appear 10 be gualified campaign expenditures. The total value of these expenditures
was $20.231.

The Audit Staff recommends that DFP docurnent that these were
qualifted campaign expenditures.

21
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DFP Response

DFP does not dispute the Audit Staff's assessment of these items.
Thus, $6.221 is repayable to the U.S. Treasury.

Nonqualified Expenditures Incurred in the Post
Expenditure Period-Winddown Expenditures

Audit S1aff Findings and Recommendations

The Audit Staff found that the winddown costs should have been pro-
rated between DFP and Dole/Kemp. Thus. the Audit Staff found that Dole/Kemp
owes DFP %980, 569 for its share of these costs paid by DFP.

The Audit Staff recommends that DFP demonstrate that the
Dole/Kemp paid its share of the winddown expendltures or that DFP was reimbursed
by Dole/Kemp.

DFP Response

The Audit S1aff erroneously imposed a pro-rata rule on the payment
of winddown costs. Indeed. nothing in the Commission's regulation requires that the
pnmary and the general committees split these costs. In the absence of such a
directive. DFP is entitled 1o pay the entire cosis of the winddown process.

Also, the Primary Committee is explicitly entitled to pay for its
winddown costs after the date of the nomination. 11 C.F.R. 8034 .4(a)3). DFP's
audit has been going on since the presidential campaign came to an end. Also, there
has been no distinction between DFP’s audit and Dole/Kemp's audit. Thus, DFP is
exphicitly entitled to pay for the winddown costs under 11 C.F.R. 9034.4.(a) (3)

Thus, $301.525 does not have to be repaid to the Treasury.
Stale Checks
Audit Staff Findings and Recommendations

The Audit Suaff reviewed DFP's bank records and found 522 stale
dated checks totaling $244.236.

)
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The Audit Staff recommends that DFP provide evidence that these
checks are not outstanding or that they are void and no obligations exists.

DFP Response

With respect to the checks with a face value of $1,000 or less, the
failure of the payee to negotiate the check indicates an intent io make a contribution
to Dole/Kemp. Because donations of personal services and personal travel expenses
are exempt under 11 C.F.R. 100.7(b). stale checks of $1,000 or less having to do
with such personal services or travel need not be repaid to the Treasury. Thus, only
$211.040.64 must be repaid to the Treasury. See Exhibit 15.

Iv. Conclusion

To the extent that the Committee may have exceeded the spending limit, that
amount, according to the Committee's calculations, would be no more than
approximately $1.5 million. Thus, a repayment could not exceed $461,000.
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1.

T EXECUTIVE COUNCIL
AND
BUDGET COMMITTEE
MEETING

Tharsday, Janusry 17, 1996

Introdactioan -

——

** Call on TBD to give invocation and ask
“to take 2 silent role

A Welcome , T
B.  Budget Battl |
C. Message/End Game

ANY QUESTIONS?

REDACTED
1996‘R¢£Jublic:m Nzationsal Convention -

** Ask Mike Grebe, Chairman, COA.
*¢ Bill Greener is sttendiag as well o

Adminstration
A. -~ \ ) _
B. « -
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“* Ask Laird Stabler, Chairman, %c/ Commiftegfto /2.,
remark

ANY QUESTIONS?




IV. Co-Chsirman's Report

**® Ask Evelyn to give the Co-Chairman's repont
ANY QUESTIONS?

V.  Campaign Operations
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ANY QUESTIONS?

C. Major Dono

| nf:& I-

«—

ANY QUESTIONS?
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|
; D. National Finance Committee/Presidential Trust
o

5

W 3,
¢ ANY QUESTIONS?

E.

ANY QUESTIONS?

VIl. Coammanicitons

A RINC Press Office
.
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A QUESTIONS REDACTED
E. ~ Adverdsing ' _ -
L. We have issued a request for proposal to
Republican consultants to solicit ideas for how we
can msulate our pomines-to-be during the April-
August imerregnum.  Paid advertising will be the
necessary companert of our message managerment
during this period, supplementing our bracketing and
press efforts. o
2. The*“Are We Clear Yt7” ad aired pationally and rated
the White House to the point that they rushed to put out a
coutter-ad. We recently received a first place “Pollic
Award™ from the American Association of Political
Consuhants for this ad.
3 3. Chairman Barbour has appeared in full-page ads m USA
Attachment _(z Foday and Roll Call issuing the Milkion Dollar Medicare
Page f’ of (2 Lhallenge. These ads then spurred television coverage
(nchuding 3 good segmem on “Nightine.”) and enabled
House and Senate Republicans to parry i J=hate on
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4.  The 60-second ad feanuring Hillary Clinton’s .
congressianal testimony on Medicare aired in the D.C.
market. RNC also split the cost (60/40) of airing the spot

_ in 29 different congressional districts.
5.  We have an ad giving credit to Republican Congress
. (especially freshunen) for producing a balanced Budget to
counteract the White House's attempt to claim credit for
themselves. Should an agreemern be reached, these ads
~ will be ready tc go up immediatély with the same 60/40
. offer for those {reshmen targeted by deceptive labor union
ads.

VIII. Smtc-g'ic Planning zad Congressmnn! AfTairs

A Budget/Medicare Battle (fmru-ncw urtil the end of the 1;3:)
l.

2,

-3
4,

B. Batleground ‘96
1.
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IX.  Republican Governors Association

ANY QUESTIONS?

Al

B.
C.
D. -
E.
ANY QUESTIONS?
X Computer Services
A.  Network Upgradey
l.
2 _

3.

B.  Departmert Database Installation:
1.

2. Attachment (a
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C. Data Development;
lq o o TT— o -

-

D.  Contimed Progress on User Support
1. - : N

2
3. -,
E. . _Voter file programming and support

L.

2.

F. RNC Member Contact Routine
1.

2.
ANY QUESTIONS?

XI.  Legsl '
A - - Attachment ,Q’
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XII. Nations] Policy Forum
A. Held many issue Mega-Conferences; ‘Good Polling; Transition

Project

B.  Paid back RNC over $2 Million during 1993-1994 back owing

: abour 750K

C.  Publish Agenda for America in early March - Probe for
comment. '

ANY QUESTIONS?

X1. Other
A

o0
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. {epdblican
National
Committee

Haley Bartour
Chairmen Maxch 5, 1996

-, ehurn revenue for their organizers, and even if they are honest and well =

. issue and generic advertiging in the April to August pre—<onventon period.
. That is how we plan to.get the Republican message in front of the voters. -

; 3- 6-36 : 2:02PM ¢ - VIA XPeQire. .

MEMORANDUM FOR REPUBLICAN LEAD
FROM: HALEY BARBOUR
RE: INDEPENDENT EXPEND CAMPAIGNS

As we approach the time when it may become clear who our nominec

will be, it is crucial our supportars do not gat mickared into participating
in any “indepsndent expenditure” campaigns that purport to be helping
the Hepublican nominee for president. These can be scama that primarily

intentioned, this is the wrong approach.

Under federal law, the Republican Nationsl Committee is allowed to run
An independent expenditurs campaign is far mare likely to dilute that affort
then to produce positive results.

The rezson I'm writing you about this is two stories, one in Monday's Wall =

Streat Journg] and the other in today's Washington Times.

. The Journal story mentions e independeat expenditure effort called “Whita

House ‘96." [t says a person named Thomas Tripp has registered a political
action committee by that name with the Fedaral Election Commission. Trnipp
tella the Journa] he “has had held talka with direct-mail czar Richard

Vigurie.”

[n the Wasghingron Timegq' story Tripp is quoted as saying his group will
ralse money “to spend cn behalf of (Senator Dola) or whoever ¢lsa 1a the

nominee dunng the perniod between his wrapping up the uomiﬂa(' ‘fﬁ&fﬂﬂéﬂt 7 i

the canventica.’ -
. age | of 2
This would result 10 & dilution of our party's effort to put the Repiblican

maaapee farwara and would ek an vviiarondant emaen’a acrtially huraone




T SY:Xerax Tefecapier 7021 ; 3- 6-96 ; 2:01PH . - Via XPEDIT:
5.

MEMORANDUM FQR REFUBLICAN LEADERS
March 8, 1996
Page 2 °

Our nominee ia Liksly (but not certain) ta be known by the end of March.
Because of provisions of tha faderal election law, our nominae is likely to

be broke and to have reached the spending limit allowed by law (unless it is
Steve Forbes who hasn't accapted federal funds and, therefors, is under no
limit.) Assuming our nomines has reachad the limit, he will not ba abla to gir
radio and TV apots.or conduct much in tha way of campaign activity unt] the
convantion in August.

Clinton, on the other hand, will have millions te apend attacking ua, for ha
haa raised the limit buc has not had to epend it to win the Damocrat

nemingtion,

———

.Wa cannot give Clinton and his libera] allias & free shot at us for four montha.
-But an independent sxpenditure efort is the wrong solution

A

Firaf. the party (the RNC and our state party organizatinﬁs) are allawed to
run issue and generic party advertising, and we have a gizable (though it
needs to be bigger) budget for thac. We are schedulad ta begin in April,

Second, the party can coordinate our generic advertising with anybody, but
an independent expenditure group is not allowed to coordinace or consult
with the nominee's campaign or the party. It must be truly independant.
That means it ia not only unaccountable, but could actusally turn out to be s
a loose cannon aaymg samething very different from what the message

should be.

b

Finally, some independent expenditure groupe-in the past have spent almoat _ .
all their revenue to raise money, lining some puckets without significantly

helping the campaign.

I don't know Thomas Trpp, and he may be honest as the day 15 long, well-
intentioned and honorable. In (act. ] assume he is all three of thage things.

Nonecheleas, the role of the Republican Party is ta carry out this function.
An independent expenditure committee ia not needed or prudent, for the RNC_?

and our state paraes will fulfill this role. Attachment

I wanted you to know this. and ! urge you to make your fﬁecﬁgge’m of, 2 Gf
where your and their mooey should go. f the goal ia to elect a Republican

oreaidens E—




Interfoce Video Systems, Inc.
1233 20t Street NW. . ., - ro el
Wamm@axoc20m% :

- 202-861-0500 ¢

: l e)ll,V\é _ F—\i l . ,A(V\V\f/ | FAX 202-206-44572

25 June 1996
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Sipple Strategic Communications
Attn: Don Sipple .

2600 Virginia Ave., NW

Suite 512

Washington, DC 20037

i IR s T LY
frigobrih
[ER e

Dear Don:

Pl ]
Lo

i

Thank you agaln for invelving us in the work you are doing for the
Dole Campaign. We value your business and the trust you put in our
staff and fac111t1e§, WeA.;ook forward to a .challenging " and

ot

weop g

WOy g
0
Shemay

-

" you * know, Interface and. DC Post- will be -providing post
product;on services this season to you ‘and the staff of New Century,
Media, as well as consultants and producers for the Democratic
presidential candidate. .Given the importance of this race-coupled.-
with the close proximity of the opposing camps, we are approaching
this season with extra measures of care to protect the
confidentiality of both sides. We have given much thought and
discussion to exploring measures we and our staffs should take in
order to provide a secure work enviromment for both sides. The
outcome of those discussions have resulted-in the implementation
of the following procedures at Interface and DC Post.

Your post production "home” will Lie D.C. Post. The Democrats' home
base will be Interface. Every effort will be made by our
scheduling and operations departments to accommodate your needs
within your home base (i.e. D.C. Post). Some of our services,
however, are unique to one facility. They are:

Film to Tape Transfer at DC Post

IMC Camera at Interface

High-end Special Effects at  Interface

Closed Captioning at Interface é:r
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In the event that services needed are only available at Interface,
the following measures will be taken by our staff:

+ Our scheduling department will make every attempt to avoid
concurrent Democrat/Republican sessions within the same facility.
As you can imagine, there is no way for this to be 100% guaranteed.
Our staff will not provide any information regarding scheduling of
the opposing party. Because you may, as you have on occasion, in
past years, encounter other consultants and their staffs while
working at DC Post and Interface, we recommend that your staff
take appropriate precautionary measures when working at Interface.

+ When Squier staff are at DC Post and when New Century staff are
at Interface, an escort will be provided to monitor the whereabouts
of people and materials. (Bathroom. trips, thougq, will be solo.)

As a further measure to protect the confidentiality of your
materials and activities, we ask that you restrict your activities
to certain areas within the facility as follows:

+ Your company has been provided with a private office with a lock
on the door at DC Post. Please use only this space to conduct your
business activities when you are not in a scheduled session. The
kitchen and other central areas are not secure and should not be
used for business purposes. Interface and DC Post cannot ke held
liable for any documents .that are left behind in public areas.

+ Only Interface and DC Post staff are allowed in Duplication, the
Expediting areas, the central machine room and the tape libraries.
No one from your staff will be allowed in these areas at any time,
without exception.

In addition to these measures, the entire staff of Interface and
DC Post has been instructed to keep an eye out for any situation
that could possibly jeopardize the confidentiality eof a client's
work. Some specific points were singled out.

* Any script or other political material that comes into a staff
menber's possession are to be shredded immediately if they are not
being used in a session.

* Faxes are to be removed from the fax machines immediately upon
arrival and delivered to the intended recipient by hand. Please
alert the receptionist of any expected faxes so they might be on
the lookout for them. Faxes that are being sent should be returned
to the person who requested the fax as soon as confirmation of
transmission is received.

* No discussion of political work is to take place out of the

office.
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The management and staff of Interface and DC Post are aware of the
highly sensitive nature of the material that will be produced
within our facilities. We are honored to have been selected as
your house of choice for this very serious and important project.
We hope the specific steps outlined above help to show you that we
are committed to providing you with the best service possible and
highest level of confidentiality that is within our power.

Please also find included a copy of the speech Tom Angell made on
Friday, June 7, 1996. A special all company meeting was called at
8:15am to be sure everyone would be available to hear Tonm's
message. I hope this reinforces to you how seriously we value your
business and unigue needs.

Professionally and personally, we enjoy working with you and your
staff. Thank you for giving us the opportunity to work with you
on this historic event. '

If you have any questions or concerns please do not hesitate to
call me on my direct line at (202) 457-5823 or Tom on his direct
line at (202) 457-5820.

Sincerely,
Elise Reeder

Executive Vice President
The Interface Group

cc: Tom Angell, Joyce Peiffer, Heather Welsh
Enclosure: Angell speech copy

o
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ApGI8 -
'hISp.n..;'lsp.n. . L
*O"’ (Em&u»_:md'l‘ha) Coer e . .
leline
s Qg Froped Tinatne
115 pm. WMW-MMMSWM

~Chuirmen Bartost, dobn Mozen md Max Fisher - 7

‘ ‘luwhhhnwﬁmmuﬁs?mlwm
. <ull. Wa hsven ot todiscuss sodiy, nlwuldﬁmlﬂmmm
some inzroducgons.
-‘4.,
-muomysmumewm-ammmsm
g by B Y s ermmSsiroddezn, Victary 96 Hoooary -
mmmmdmmmm
Unfornommsely, mmmwmw.mu
. bl 1 join us - - R PRy ,ﬁn
*Before we begin oaraiscusmionandy, zwm : -q,,,,,,,/h,,‘
' nd Mex Fishar 0o make sz brief romarks rogding the
mdumwmmwcmuvmos
o— effont . .

T e e

116 pm. ' WMMMMWMMdmm
N Campaign with the RNC and the Vicasry 96 effon

4

e | .
4/0 s oThe Dole for President campaign and e RNC have been -
S iptegreting our efforts for the past two woeks. All facets of the
traasition have bess smooth from findreising and political -
operatioas 10 communications.

h’w - *Thenk you Nancy 2nd iz is & pleasure to be pest of this important oo

A .
- o

*The puzpose for Victory 96 is to elect Bob Dole'ss the next
peesident of the United States

»Viciory 96 end Team 100 will be working hawboin-hend to.mise
"3the 550 million dollers needed to elect Bob Dole president s

& D“R“
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*All Team 100 members who rencw their memb
who join Team 100 a3 & oew tsesnber duough owr
wil) receive Team 100 benefits duwring this exciting election yesr

] can't stress tye point enough that Tesn 100 and Victory 96 are
wosking togeiier ia a united effort. 1t has boen a plessure the last
o woeks to work with Nency, Howard and Haley in setting the  ©
srategy for the Victory 96 fundraising eifort

® At this tine, [ would like to agk someone we il koow, the
Sonorery Chairman for both Team 100 end Victory 36 o make e
few comments regandineg how importent i1 42 for the Victory 96 and
Team 100 t0 be gnited. Max {if you would plesss conument

“H.q

¥ (Max makes comments reganding a uaited cffort between Victory .
96 and Team 100, mw-mmmmm

aln ints for FaliaSion
'ﬂmkmmwmhﬁgm.ltkmmymm
- . o wummmmmmmmmm
F . A\ frieod and the et pregidens of the Unid Suies, Sob Dole

it . 12pm Sentor Dole invites tembers 10 the Spring National Mosting snd
% co- mmwmmumumm .
; moctag e . v, ‘
| oF "Bd\mwesommtmldlikemmmwmnuyou
L opm all 0 the Team 100 Spring Nationsl Mectiog oa May $ & 10in
Baf Weshington, D.C. Your semberzhip renst be cumrent with Team
8 ; -100 to extend this important stretegy mectiog

.-;jj )
. ) * Az this poirt, | would tike to take my questions
125 pm. Senaroe Dole esks for quastions

R 049208
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134pm Seastor Dole finishes question period. Raiterates the need for
.- members to rengw their metabership and stiend the Spring
National Mexting

*Thank you all for desting me join in your coaference esll. | look
fwwdwwwun&e&mﬁanmﬂmwmﬂ&
10 in Washington, D.C. . .

1:35pam. Narcy Brinker thanks Seator Dofe for participating, She

Tplking pofats {or Napcy Hrinker:
“Thank yoo Senator Dole for joining us. At this time [ would like
-—bm&ummdﬁmdmdwof&emm
= - Barbons -

. 'mnmauménum th:pounalmﬂmmnum
effort of Victory 96 .

..wwém'&wwmmmpmm
impomcfmmmwmbm for Texm 100 and the
Victory 6 effont

Chairmen Barbour concludes remarks and recogaizes Nancy
Brinker, Naocy Brinker mikes remasks about members
wmmahphnmmdmsmww

S

"AtthetmommSNmml Meeting in W:_mam we wil|
\$ be discussing campaign strategy for this election year

“For us 10 fully suppost the campeign stsiegy for Bob Dole, but
Also for our 1.5 Senate, U5, House and govemor candidstes, we
must have the aczeded funds 10 do %o

sAs John mentioned, the Victory 9¢ budget is $50 million dollery

for the presidentisl campaign. The budget for the RNC this year is
$136 million of which Team }00 along with Victory 95 must mise
$34 million

*Because of this great task, on the moming of Fridsy, May 10 .
during our Spring National Meeiing in Washipgion, D.C., we will
be hoiding a rwo hour phone session. The fundraizing goal sit by

R o49280
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13 pm o

1:50 pso.

Haley, Howerd, Joho and mywelf for this ANO0 1S 3L
million dollars

At this phone sezsion we will be calling on turrent and pest Team
100 members to renew their membership for this important
cleetion yeaz. Exch of ug wifl be given ¢ list of members o cail.
AnRNCmﬁpmmubemmwwkwiﬂ:mdmme
phonc session ]

*|t is important we get our members to renew, bus it is also

.inportant we reerult sew members. Lok all of you fo bring &t .
* tleast S nemzs of prospective Temm L0Qmembers to this phone

sestion we can calk upon for mppor in our efforts

e’Ameref&e‘l‘m 100 seaff will call yoyr office today and .
send you lafomation Wmm::mn R

oo mmmmmwmmfm

cmmnm Joha Moran aod hereelf

mnmmmmmmmmm
ulmwwmmmaxusmmmﬂa

Talkiog yeints for Nawey Brinker:

“*Before we engd, | Sousd fike to thank evesyone Tortaiing the time
o §mriciped: in today's confertinee call >We will ergasiize future

" - ponference éalls S give Sloizion updaie & the yesr FrogreIses.
ﬁmmanﬂwMWmmmmﬂ& .
'nbh!mlmgmbc ﬁ:rﬁeSpmaNmMMeem )

.:-_":,. - T . oA

R 0492087
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Haicy Barbaur Evelyn W. McPhail
Chaimnan Ca-Chairman
FOR IMMEDIATE RELEASE CONTACT: Mary Mead Crawford
May 16, 1996 Virginia Hume

(202) 863 - 8550

RNC ANNOUNCES $20 MILLION TV ADVERTISING CAMPAIGN
Sm:cmr ar by RNC Chairman Haley Barbour

“Yesterday, with Scnator Dole's announcement that he will resign from the
Senate to be a full-tiac candidate for president, the 1996 presidential campaign began in
carnest. Consistent with that, the Republican National Commiittee is announcing today
that we will launch a $20 million issue-advocacy advertising campaign between now and
our convention in August to get the issues of this campaign before the American people
and to get the truth out about these issues.

“If this campaign tums on issucs, Republicans will win because the American
people overwhelmingly support our ideas of 2 balanced budget, tax cuts for working
families and for cconomic growth, genuine welfare reform and moving power and money
away from Washington and back to the people and their states and communities.

“The first spot we will {aunch wiif focus on the balanced budget amendment and
Bill Clinton’s many flip-flops and position changes on balancing the budget. It will be
drawn froma the award-winning television ad produced last year entitled "Let's Be Clear.”
The ad wili cowncide with Congressional coasideration of the balanced budget. Last year,
the Republican Congress, led by Bob Dole, passed the first balanced dudget in 26 years,
but Clinton vetoed it

“The Republican Nadonal Cornminee has not launched a major adverasing
campaign until this point because, unlike the Democrats who have the unions spending
millions in compulsory unjon dues on their bebalf, we do not have unlimited resources.
The Republican Natonal Committee must raise all its fuads from voluntary

conTibulions,

“Yesterday, Bob Dole picked up the ag of our Party to carry it to victory in the
November elections against Bill Clinton. Now the Republican Natonal Commitice wall
raily behind his leadership and use this issue-advocacy campaign to show the differences
between Dole and Clinton and between Republicans and Democrats on the \ssucs facing

ow country, so we can engage full-tme w onc of the most comchuﬂ clciuons in j}ﬁ

hustery
e Page ___ of
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MEMORANDUM FOR CHAIRMAN BARBOUR _

FROM.  Jo-axne cor .. APRIL1Y, 1996
COPYTD: SANFORD MCALUSTER

SUBJ:  VICTORY 96 MAIL PROPOSAL

. Aelmmm whavedwc!spedn aggreavive plan to raise 314
mmmm!mdmeyhrm%hyuﬁdudnmmmebolefor
. President donors. - " - .

Mﬁmwmmmunmumm.am
estimsted), but should het the RNC §5 million

Attacvhed is E¥proposed ncbeduhfmymumsida-ﬁon. You will note
gur propoal e8 commercia) prospecting, as well ay sppeals to the
£NC master fle oh behall of Victory 96 and zome t2lemarketing. Most, if
not all, of thess appeais will be over the Bob Dole edgneture which

- worked so well for us in the campaign,

We mammmummmmuhmmmmmﬁe
should proceed Immediately in cazrying cut this proposal. (Draf copy for
the first pacimge bas alresdy been submitted to you and Sanford for
spprovel) This effoct will, of course, e coordinated elosely with Albert
and Janice Knepp’s operation, and we will moniter the firast 4 or S
memmm%m%wmdmnﬂm mﬁn
impact cn what the RNC lsnhmdyunduulﬁn& A

mmhpmmdwammmmuwhwm —
do ~ | intend 1o explore the possibility of adding Oramm'e
danors 1o the prospacting pecicages.

} will appreciate your faverable consideration of this proposal.

/

S

¥
R 003228
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April 12, 1996
Memorandum
To:  Jo-Anne, Mark

From: Chip
RE:  Sign-off for 15t Victory '96 appeal

I am a little uncertain as to what degree I have the approval to move ahead on this
first V96 mailing. On the spreadshect/plan, this first appeal (the Platform Survey which
you approved copy on yesterday) would mail 1o three groups: DFP masterfile, RNC
actives and commercial prospects. | need to make certain that I am OK to move ahead on
producing these packages o mail as soom as possible. The copy appears to be on the way
to being approved, s¢ | want to re-run the numbers by you. They are as follows:

Quantity Gross Cost Net
DFP masterfile 250,000 $225,000 $102,500 $122,500
RNC actives + 650,000 $455,000 $253,500 $201,500
Prespecting 500,000 £161,500 $190,0600 $(28,500)
Total 1st mail wave 1,400,000 $841,500 $546,000 $352,500

Again, these numbers are conservative based on actual past results. We should
exceed them by a small margin.

We will need approximately $380,000 up front for postage, list rental, and
production, although I may be able to negotiaie on the list rental and possibly the
production.

! have anached the commercial list recommendations for your information and
review. The lists in bold italics are the lists that netied money for DFP in three or more
tests, the lists in bold nefied money twice, and the regular typeface lists are new tests of
lists which have worked well for the RNC, NRSC and others.

Please give me approval to move full speed ahead on this, or advise me on what
needs to be done 1o get this moving.

Thanks.

R 003829
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Haley Barbour
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June 5, 1996

"MEMORANDUM FOR CURT ANDERSON

RUTHIE KISTLER
FROM: , HALEY BARBOUR
SUBJECT: UNITY EVENTS/GOP RALLIES

Your memo of today requesting $800.000 in budget author:t\ to <pend on the

. costs of Unity Events is received hut not approved.

We have heretolore approved approximately $300.000 of advance costs for
arranpements for Senator Dole to make appearance at Vietory "96
fundraisingevents. | crammed chac into the budget with the expectation
that the costs would be more than outweighed by the revenue generated.
These Unity Events. as [ understand vaur memo. would not generate
revenuc. and the S800.000 cost would come off the bottom line. We do not
have the money.

sl reach out to Scott Reed to ask him o cansider whether the Dale
campagn would want us to 1) reduce other spending. such as the ixsue
advocacy television advertising. by S800.000: 2) significantly increasc the
number and lead time for Victery 96 events in order to offset these costs
talthough 1 am not convinced at this ume that the Victorv 96 events will
prroduce the revenue currently anticipated and budgeted for expenditure: 3)
not spend the sum requested for Uninv Events: or 4) consider somne other
alternaive,

I'have not had a chance o talk to Scotr vet so hold this response close until
he and | can discuss 1t .
Att:
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July 11,1996

MEMORANDUM TO CHAIRMAN BARBOUR

CC: CO-CHAIRMAN MCPHAIL
SANFORD MCALLISTER
ED GILLESPIE
TONY HAMMOND
RUTH KISTLER
ADAM STOLL
DWIGHT STERLING

FROM: CURT ANDERSON w"’

RE: FLORIDA MEDIA BUY

We agreed on the initial markets for the Florida media buy. This buy satisfies the
campaign. the Florida panty, me, Ed. and Senator Mack. It is as follows:

Market Cep

Fi. Mvers $40.00
Jacksonville $70.00
QOriando $90.00
Tailahassee $25.00
Tampa $130.00

West Palm Beach $55.00
Total $410.00 Cost Per Point
$750.000+5410 Cost Per Point = 1,829 Points Per Merket

As vou can see this will give us over 900 points per market for both the budget and ax
ads. This buy reaches 71.2% of the state. The Miami market is 20%.

The Mobile/Pensacola market is very inefficient. One of the stations (WEAR) reaches
FL. and the others are strictly Alabama. WEAR reaches 4% of FL. The cost per peiiit
would be $60.00. If we bought this it would reduce our total points per market to 1596.

R 044600
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d =.-. B New Century Media
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Group, Inc.

MEMORANDUM

DATE: July 10, 1996

TO: Haley Barbour
Sanford McCallister
Ed Gillespie
Curt Anderson

Suzy DefFrancis
FROM: Adam Stoll

RE: RNC Media Schedule

Don Sipple and Tony Fabrizio have suggested a change in the current plan for the RNC media buy, The
plan as it currently exists would have us off the air for the entire two week pariod of the Olympics and then
back on the air during Platform Week before the convention. The suggestion is to go off the air for the first
weekend of the Olympics, 7/20-7/22, and go back up on 7/23 through the end of July. Also, in many
states we have a savings due to changing costs over the period of the buy that we would use to expand
the buy into August for those individual states. Below is a chant detailing the plan as it currently stands
and the proposal as sketched aut by Don and Tony,

STATE CURRENT BUY ADDITIONAL PROPOSED BUY
718-7/114 77157119 7/20-B/4 8/5-BM11( POINTS  [7/8-7M4 THS-TM9 7/20-7/22 7/23-7/28 7/29-8/2 8/5-8/11
CA. 300 250 0 400 580f 300 290 0 305 3257 350
cO 300 250 o 400 asof 300 290 0 250 280 320
300 280 0 400 140 300 290 0 240 300~
300 280 0 400, 100, 300 290 0 250 250~
MO 300 280 0 400 270 300 250 0 325 345
NV 300 250 0 400 110] 300 290 0 250 260
OH 300 250 ¢ 400 170) 300 290 0 280 290
PA 300 250 D 400 360 300 290 0 230 250 280
™ 300 290 0 400 140 300 250 0 250 290
A 300 290 0 400 320 300 250 0 220 240 260
Other States 300 290 0 400 0 300 290 0 200 200

The plan would call for running "Pledge” in all states through the end of the buy except in California where
“More” will run in rotation. -

Please contact me, Don or Tony and iet us know how to proceed. Atta(;hment / §
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July §, 1986

MEMORANDUM FOR DWIGHT STERLING
FROM: HALEY BARBOUR |

Aa my offics inswucted you easlier today, you are to procsed fudng and calling sston

. managers immedletsly to delay the buy that was supposed ts start i Monday.

Those instructions are unchanged and you have ao suthority to deviate from them,

To reiterate, we will continue to run the “More” sjiot in Californis only. Yeu are net o
run any other spots in any other meskets until you receive further notification from the
Repubiican National Commitisa.

Tha phone message you left for Cust Anderson easlior today referencing “conversations”
to the contrary is insceurats. Thoge conversations have 5o authority and your instructions
aro ag glated above.

c¢: Scott Reed
Don Sipple '
Ed Qillespie : e
Curt Anderson

" Attachment /&
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June 3, 1996
MEMORANDUM FOR DON SIPPLE

NEW CENTURY MEDIA

wrf
FROM: HALEY BARBOUR ﬁ/ ﬁé?"
RE: AD BUYS

Prioz to the purchase, placement and ziring of any RNC tslevizion ads you
must receive express authorization from our Communicstions Director, Ed
Gillespis. This includes initial script approval end final approvai of ectual
video to be aired. Ed will contact you about the specific process for your
obtaining the authorization, which he will not grant until legel, campaign
nperations, administration and any other appropriate RNC divisions bave
recaived the spots and the buy and signed off on them.

If Ed determines it is acceptable 2o give you express authority to go forward
verbally, I still want there to ba a written (by fax is acceptable) authonzauon
for the files-on both ends in order to assure accountability.

bece: Jay Banping
Tom Josafiak
Ed Gilleapie
Sanford Mcallister
Curz Andarsca

Attachment _/ 7 o
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MEMORANDUM TO THE CHAIRMAN

CC: SANFORD McALLISTER
o CURT ANDERSON
1 TONY FABRIZIO
& BOB WARD
% FROM: WES ANDERSON
CHARLIE NAVE
1 JOEL MINCEY
lm DATE: 16 JULY 1996
- RE: MID-MEDIA STATEWIDE TRACKS
i

Analysis

The mid June tracks demonstrate significant movement in the ballot tests of five large
target states. While this is good news, the top-line ballot numbers do not teil the whole
story. The Mid-track ballot tests show an improvement that mirrors Dole gains evinced in
national media polls. In those national polls, Dole has improved from a 20 point deficit to
a 15 point deficit, resulting mostly from a drop in Clinton’s favorable rating.

Actual changes within our target states ranged from a nineteen point improvement in
Ilinois to a 20 point loss in Dole ballot position vis-a-vis Clinton in Delaware. Dole made
significant gains in eight states, including improvements of 10 or more points in six states.
The ballot test remained largely unchanged in eleven states and Dole’s position worsened

ounly in Delaware.

Attachment (&
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Dole - Clinfon - Margin B  Ba
30 61 -31 39 51 ~12 9 -10 19
36 61 -3] 36 49 -13 6 <12 18
33 57 -24 39 51 -12 6 -6 12
35 57 -22 3. A8 -10 3 -9 12
32 56 -24 36 49 -13 4 -7 i1
44 5] -7 43 40 3 -1 -11 i0
37 55 -18 36 46 -10 -1 -9 8
46 51 -5 45 43 2 -1 -8 7
34 62 -28 31 54 -23 -3 -8 5
43 51 -8B 41 46 -5 -2 -5 3
40 47 -7 41 46 -5 ) -1 2
CT 8 36 54 -18 32 49 =17 -4 -5 1
KY 3 44 49 -5 432 46 -4 -2 -3 i
OH 21 38 54 -16 32 50 -18 -6 -4 -2
NM 5 39 51 -12 36 50 -i4 -3 -1 -2
NV 4 41 47 -6 38 46 -8 -3 -1 -2
MT 3 45 47 -2 38 43 -5 -7 -4 -3
1A 7 42 51 -9 37 50 -13 -5 -1 -4
NH 4 43 51 -8 36 49 -13 -7 -2 -5
DE 3 41 48 -7 29 56 -27 -12 8 -20

For the most part, it appears that Dole’s ballot score changed very little. It was a drop in
Clinton’s support that explains the overall four point gain. A subgroup analysis of
changes in Dole support on the ballot test within the top six improved states shows that
there was no set of groups that consistently moved over to Dole’s camp. Rather, the
change in the ballot test margin seems to be most related to high Clinton strength on the
May ballot test. States in which Clinton demonstrated the highest support. in the May
surveys witnessed the largest Clinton loses in the June surveys. In other words, Clinton
has lost ground and Dole support has largely remained static.

The most important and encouraging finding is that Dole’s largest gains are in the largest
states, but again, these ballot tests represent Clinton loses more then Dole gains. Either
way, the ballot test movement improves our outlook on the electoral college.

Unfortunately, though, the data shows that the media driving these ballot changes are the
earned media events rather than our paid media. Specifically, the Filegate and Whitewater
stories diminished Clinton’s standing in the ballot test significantly. Among people who
thought those stories were true, Dole did much better on the ballot test. In fact, in some
states Dole won the ballot test among voter who believe that the Filegate story is true.
The earned media about the abortion plank was also a definite positive for Dole, but it was
not as effective at moving the ballot test as the other two stories.

By contrast, the paid media failed to improve Dole’s position an the ballot test
significantly. The Budget ad improved Dole’s standing among the people who had seen it
in nine states, but had little or no effect in ten states and a negative effect in one state. The
Bio ad was even less effective. It helped Dole only in seven states, had little effect in eight

Twenty Statewide Trocks
Page 2




states, and hurt Dole in five states. An analysis of the open-ends illuminates the problem
with the commercials. It appears that the “pityquest” problem, which we described in the
pre-media dial test results, was a major flaw that thwarted the ad’s intended purpose.

Candidate Image Analysis

Further evidence of the dominance of the earned media is found in an analysis of Clinton’s
image. Overall, Dole’s favorable rating increased by a net 1.1%, while at the same time,
Clinton’s unfavorable rating increased by a net 14.7%. The table below shows that
; movement on the ballot is more correlated to an increase in Clinton’s unfavorables than to
5 an increase in Dole’s favorable rating. For example, the largest positive ballot movement
i was seen in Illinois ( a net movement of 19 points) - as well as the largest increase in
£ Clinton’s unfavorable rating (up 9 points).

This trend continues for Pennsylvania (18 points on the ballot - 7 point increase in Clinton
unfavorables) and California (12 points on the ballot - 4 point increase in Clinton
unfavorables). The only anomaly occurs in Georgia where Clinton’s unfavorables
increased by 7 points, but the ballot only moved 3 points in our direction.

PA 1 7 -31 -13 18
CA 5 4 -24 ~12 12
Ml -1 3 -22 -10 12
MO -3 -24 -13 11
Co 9 -7 -7 3 10
LA 6 0 -18 -10 8
TN -2 -1 -5 2 7
NJ 4 -2 -28 -23 5
GA -6 7 -8 -5 3
FL 5 -2 -7 -5 2
KY -4 -2 -3 -4 1
CT 4 -1 -18 -17 1
OH -3 2 -16 -18 -2
NM -9 -2 -12 -14 -2
NV -8 2 -6 -8 -2
MT 7 -8 -2 -5 -3
IA -6 -2 -9 -13 -4
NH -5 3 -8 -13 -5
DE -7 -3 -7 -27 -20

Attachment _R'S_f_____:__—»_
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Dole Favorable Rating & Ad Awareness

Dole’s favorable rating increased most dramatically in four states: Pennsylvania (up 11),
Colorado (up 9), Missouri (up 7), and Montana (up 7). In each of these states, the
commercial or earned media event driving Dole’s favorable rating appear to be different.
However, in each of the four states (and the rest of the states for that matter) the earned
media issues (Whitewater and Filegate) are much better known than either of the two
commercials that we are running. Filegate and Whitewater awareness is in the high 50’s
to high 60’s, while awareness for the Bio ad and the Budget ad are in the low 40’s to the
low to migd 50’s.

As the table below shows in Pennsylvania, where Dole’s favorable rating increased the
most, Whitewater had the highest awareness (69%), followed by FBI Files (55%) and the
Budget Ad (52%). In Colorado, where Dole’s favorable image increased by 9 points,
Whitewater and Filegate dominate respondent awareness. Finally, in Missouri and
Montana, where Dole’s favorability rating increased by 7 points, Whitewater (and to a
lesser degree) Filegate were by far mentioned most often by respondents.

PA 11 7l 55 69 50 42 52
co 9 60 65 53 39 43
MO 7 3 50 68 51 51 52
MT 7 8| 353 59 48 39 43
LA 6 of 51 55 44 36 39
CA 5 4 56 70 57 56 56
FL 5 2 66 73 58 32 32
CT 4 -1l 56 64 55 21 24
NJ 4 2] 55 66 50 36 35
L 2 9| §7 64 49 49 57
Ml -1 3 57 64 50 44 45
TN 2 A 59 63 51 53 51
OH 3 2| s1 66 45 45 45
KY -4 2] 53 64 44 50 55
NH -5 3] 58 69 54 55 43
GA -6 71 52 63 50 48 54
1A -6 2] 60 74 56 58 52
DE 7 3] s6 67 48 36 44
NV -8 2| 58 68 52 40 47
NM -9 2SS 68 52 48 57

Twenty Statewide Tracks Pa g e u{/ ﬁf W
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Clinton Unfavorable Rating & Ad Awareness

9 57 64 49 49
PA 11 7 55 69 50 42 52
GA -6 7 52 63 50 48 54
CA 5 4 56 70 57 56 56
Ml -1 3 57 64 50 44 45
NH -5 3 58 69 54 55 43
OH -3 2 51 66 45 45 45
NV -8 2 58 68 52 40 47
LA 6 0 51 55 44 36 39
CT 4 -1 56 64 55 21 24
TN -2 -1 59 63 51 53 51
FL 5 -2 66 73 58 32 32
NJ 4 -2 55 66 50 36 35
KY -4 -2 53 64 44 50 55
1A -6 -2 60 74 56 58 52
NM -9 -2 55 68 52 48 57
MO 7 -3 50 68 51 51 52
DE -7 -3 56 67 48 36 44
CO 9 -7 60 65 53 39 43
MT 7 -8 53 59 48 39 43

Finally, to insure that ballot by earned and paid media awareness is not simply a function
of partisanship, party affiliation by awareness was checked. Among those who responded
“true” to the Filegate question, on average Republicans hold a 7 point advantage. Among
those who recall seeing the budget ad, on average Democrats hold a 2 point advantage. It
must be noted that while the averages were fairly slim, there is wide fluctuation between
states. The bottom line is that there is no significant evidence that partisanship is driving
media awareness overall or acceptance of the truth of the Filegate scandal.

W) -
Twenty Statewidr Tracks
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Overall, the Mid-track ballot tests show an improvement that mirrors Dole gains evinced in national media
polis. In those national pells, Dole has improved from a 20 point deficit to a 15 point deficit. Similarly,
our mid-track polling shows that, on average, Dole gained four points on Clinton in our target states.

Actual changes within our target states ranged from a nineteen point improvement in lllinois to a 20 point
loss in Dole ballot position vis-a-vis Clinton in Delaware. Dole made significant gains in eight states,

| including improvernents of 10 or more points in six states. The ballot test remained largely unchanged in
‘ cleven stales and Dole’s position worsened only in Delaware.

\
R Lt LR . gy
‘Changes:in Ballot Test:

Ranked by change in ballot margin

g May June Change in ....

r State EV | Dole Clinton Margin] Dole Clinton Margin] Dole Ballot Clinton Ballot Margin

L 22| 390 61 -3 39 51 12 9 -10 19

PA 23 30 6l 31 36 49 -13 6 -12 18
CA 54l 33 57 7 24 39 51 -12 6 -6 12
ML 18| 35 57 22 38 48 -10 3 9 12
MO 11| 32 56 24 36 49 -13 4 -7 11
co 8| 4 514 43 40 3 -1 -11 10
LA~ 9| 37 55 -8 36 46 -10 -1 9 8

; ™™ 11 | 46 51 -5 45 43 2 -1 -8 7

Nl 15| 34 62 -28 31 54 23 3 -8 5

GA 13| 43 51 -8 41 46 5 2 -5 3

FL 23 ] 40 47 g 41 46 5 1 -1 2
CT 8 36 54 -18 32 49 -17 -4 -5 1
KY 8| 44 49 5 42 46 -4 2 3 I
OH 21| 38 54 -16 32 50 -18 -6 -4 2
NM 5 39 Sl -12 36 50 -14 3 -1 2
NV 4 41 47 -6 33 a6 -8 -3 -1 2
ME 3| 45 47 2 k1 43 -5 .7 -4 -3
IA 7 42  5) 9 37 50 -13 -5 -1 -4
NH 4 | 43 51 -8 36 49 -13 -7 -2 -3
DE 3 41 48 -7 29 56 27 12 8 -20

For the most part, it appears that Dole’s ballot score changed very littie and it was a drop in Clinton’s
support that explains the overali four point gain. A subgroup analysis of changes in Dole support on the
ballot test within the top six improved states shows that there was no set of gronps that consistently moved
over o Dole’s camp. Rather, the change in the ballot test margin seems to be most related to high Clinton
strenptls on the May ballot test. n other words, Clinton has lost ground and Dole support has largely
remained static.

The most important and encouraging finding is that Dole’s largest gains are in the largest states, which
improves our outlook on the electoral college dramatically.

Unfortunately, though, the data shows that the media driving these ballot changes are the earned media
events ratiier than the paid media we have created. The Filegate and Whitewater stories both improved
Dole’s standing in the baflot test dramatically. Among people who thought those stories were true, Dole
did much better on the ballot test and sometimes won. The eamed media about the abortion plank was also
a definite positive for Dole, but it was not as effective at moving, the ballot test as the other two stories.
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By contrast, the paid media failed to improve Dole’s position on the ballot test significantly. The Budget
ad improved Dole’s standing among the people who had seen it in nine states, but had little or no effect in
ten states and a negative effect in one state. The Bio ad was even less effective. [t helped Dole only in
seven states, had little effect in cight states, and hurt Dole in five states. It appears that the “pityquest”
problem we anticipated was a major flaw that thwarted the ad’s intended purpose.

[§&
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MEMORANDUM FOR T IRMAN
FROM: CURT
CC: SANFORD, EDDIE

RE: BALLOT ALLOCATION OF TARGET STATES
DATE: /18196

The following chart clearly demonstrates what we already know, that any media we place
in the target presidential states should be placed through state parties. The average ballot
allocation in the top 17 target states is 37% federal ~ 63% non-federal, this obviously
congasts very well with our 65% federal - 35% non-federal allocation.

Stite 1996 Fedarai % 1996 Non-federal %
Califomia 33 . 67

Colorado 37 .- 63 -
Connecticut 33 67

Florida 33 67

lllinois 43 87

Kentucky 50 50

Louisiana 6Q 40

Michigan 37 63

Missouri 22 78

New Jersay 60 40

New Mexico 37 63

N. Carolina 30 70

Ohio 33 67
Pennsyfvania 25 75
Tennessee 43 57
Washingion 25 75
Wisconsin . 33 67

Average 37 63

The average is a little deceiving because each state and market has different costs per
gross rating point, but nonetheless, the central concept remains valid. In fact, if you take
out the three states with the worst allocation formufas — NJ, KY, LA — the remaining {4
states have a 33% federal, 66% non-federal allocation formula.

R 055196
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For illustration purposes:

federal non-federal
£10 million R‘}:IC buy $6,500,000 £3,500,000
$1Gmiftion ;Ialc party buy $3,700,000 $6,300,000
Federal $'3 saved $2,800,000

Some have voiced concera that buying through the state parties could result in a loss of
control on our part. There is absolutely no reason tc be concerned about this. As was
demonstrated in our efforts recently in the CA and OR special elections, our field staff is
fully able to insure that state parties make good on any arrangement we make with them.
This is simply a book keeping hassle, but aot in anyway a reason got to proceed,

Attachment 14 S
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MEMORANDUM TO THE CHAIRMAN

CC: SANFORD McALLISTER
CURT ANDERSON
TONY FABRIZIO
FROM: BOB WARD
WES ANDERSON
CHARLIE NAVE
JOEL MINCEY
DATE: 11 JULY 1996
RE: MID-MEDIA STATEWIDE TRACKS
Analysis

The mid June tracks demonstrate significant movement in the ballot tests of five large
target states. While this is good news, the top-line ballot numbers do not tell the whole
story. The Mid-track ballot tests shiow an improvement that mirrors Dole gains evinced
in national media polls. In those national polls, Dole has improved from a 20 point
deficit to a 15 point deficit. Similarly, our mid-track polling shows that, on average, Dole
gained four points on Clinton in our target states,

Actual changes within our target states ranged from a nineteen point improvement in
Hlinois to a 20 point loss in Dole ballot position vis-a-vis Clinton in Delaware. Dole
made significant gains in eight states, inciuding improvements of 10 or more points in six
states. The ballot test remained largely unchanged in eleven states and Dole’s position
worsened only in Delaware.

Attachment 20
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Changes in Ballot Test
Ranked by change in ballot margin

May June Changein ....
State EV | Dole Clinton Margin{ Dole Clinten Margin { Dole Baliot Clinton Ballot Margin
w227 30 61 -3 39 | sl -12 9 -10 .19
pA P23 30 6l . -3 36 49 -13 6 -12 18
CA :54] 33 57 24 | 39 | s1 a2 ] 6 4 -6 12
M| 18} 35 ] s7 1 22 | 38 4 | -10 | 3 -9 12
MO || T3 TS| a3 [T | 7
CO i B} 44 j SL . -7 § 4 1 40 | 3 ¢ -t _.h 10
LA 19| 37 $5 -18 36 46 -10 -1 9 1 B
T™N | 1} 46 51 -5 45 43 2 -1 EN
NI pas) o34 e oo | o1 ) s4 ) 23§ 03 | 08 5
GA |13} 43 | s1 -8 ar | 46 -5 2 s 3
FL | 23| 40 47 -7 41 6 | 5 | o 2
CT | 8| 36 54 -8 32 | 4 -7 4 s b
KY | 81 44 | 49 | -5 42 46 | 4 - R T R
o 21| a8 54 -16 32 50 -18 -6 -4 2
NM | 5 39 51 -12 36 50 | -14 -3 -1 2
NV 1 4] a1 | a7 ] 6 | 38 | 4 | 8 | 3 -l 2
MT | 3| 45 EYARE 3 | a8 ) s g -4 3
A 17 a2 | st e 3y s a3 | s -1 -4
NH 4 43 | st | 8 | 36 | 49 -13 -7 -2 -5
DE | 3 | a1 | 48 7 | 29 56 27 -12 8 -20

For the most part, it appears that Dole’s ballot score changed very little. It was a drop in
Clinton’s support that explains the overall four point gain. A subgroup analysis of
changes in Dole support on the ballot test within the top six improved states shows that
there was no set of groups that consistently moved over to Dole’s camp. Rather, the
change in the ballot test margin scems to he most related to high Clinton strength on the
May ballot test. States in which Clinton demonstrated the highest support in the May
surveys witnessed the largest Clinton loses in the June surveys. In other words, Clinton
has lost ground and Dole support has largely remained static,

The most important and encouraging finding is that Dole’s largest gains are in the largest
states, but again, these ballot tests represent Clinton loses more then Dole gains. Either
way, the ballot test movement improves our outlook on the electoral college dramatically.

Unfortunately, though, the data shows that the media driving these ballot changes are the
earned media events rather than our paid media. Specifically, the Filegate and
Whitewater stories diminished Clinton’s standing in the ballot test significantly. Among
people who thought those stories were true, Dole did much better on the baliot test. In
lact, in some states Dole won the ballot test among voter who believe that the Filegate
story is true. The earned media about the abortion plank was also a definite positive for
Dole, but it was not as effective at moving the ballot test as the other two stories.

Twensy
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By contrast, the paid media failed to improve Dole’s position on the ballot test
significantly. The Budget ad improved Dole’s standing among the people who had seen
it in nine states, but had little or no effect in ten states and a negative effect in one state.
The Bio ad was even less effective. It helped Dole only in seven states, had little effect in
eight states, and hurt Dole in five states. An analysis of the open-ends reveals the ad’s
problem. 1tappears that the “pityquest” problem, which we described in the ad dial test
results memo, was a major flaw that thwarted the ad’s intended purpose.

Candidate Image Analysis

Further evidence of the dominance of the earned media is found in an analysis of
Clinton’s image. Overall, Dole’s favorable rating increased by a net 1.1%, while at the
same time, Clinton’s unfavorable rating increased by a net 14.7%. The table below
shows that movement on the ballot is more correlated to an increase in Clinton’s
unfavorables than to an increase in Dole’s favorable rating. For example, the largest
positive ballot movement was scen in Hllinois ( a net movement of 19 points) - as well as
the largest increase in Clinton’s unfavorable rating (up 9 points).
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This trend continues for Pennsylvania (18 points on the ballot - 7 point increase in
Clinton unfavorables) and California (12 points on the batlot - 4 point increase in Clinton
unfavorables). The only anomaly occurs in Georgia where Clinton’s unfavorables
increased by 7 points, but the ballot only moved 3 points in our direction.

7 [Mvin i | -Mvint i . Ballot MATGn: | Bailot

State... | ‘Dolé Fay. [Clinfos Unfav| > May " { Jihe | Mvritint
IL 2 9 -31 -12 19
PA 11 7 =31 -13 18
CA 5 4 -24 -2 12
MI -1 3 =22 -10 12
MO 7 -3 24 -13 11
CO 9 -7 -7 3 10
LA 4] 0 -18 -10 8
™ -2 -1 -5 2 7
NJ 4 -2 -28 223 5
GA -6 7 -8 -5 3
FL 5 -2 -7 -5 2
KY -4 -2 -5 -4 1
CcT 4 -1 -18 -17 ]
Ol -3 2 -16 -18 -2
NM -9 -2 -12 -14 -2
NV -8 2 -6 -8 -2
MT 7 -8 -2 -5 -3

—ttaehmentLte

Twenty Statewide Tacks
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Mvnmtin{ Mvmntin | Ballot Margin | Baliot

State | Dole Fav [Clinton Unfav] May June |Mvmnt
A -6 -2 -9 -13 -4
NH -5 3 -8 -13 -5
DE -7 -3 -7 -27 -20

Dote Favorable Rating & Ad Awareness

Dole’s favorable rating increased most dramatically in four states: Pennsylvania (up 11),
Colorade (up 9), Missouri (up 7), and Montana (up 7). In each of these states, the
commercial or earned media event driving Dole’s favorable rating appear to be different.
However, in each of the four states (and the rest of the states for that matter) the earned

media issues (Whitewater and Filegate) are much better known than any of the two
commercials that we are running. Filegate and Whitewater awareness is in the high 50’s
to high 60’s, while awareness for the bio ad and the budget ad are in the low 40’s to the

low to mid 50's.

As the table below shows in Pennsylvania, where Dole’s favorable rating increased the
most, Whitewater had the highest awareness (69%), followed by FBI Files (55%) and the
Budget Ad (52%). In Colorado, where Dole’s favorable image increased by 9 points,
Whitewater and Filegate dominate respondent awareness. Finally, in Missouri and
Montana, where Dole’s favorability rating increased by 7 points, Whitewater (and to a
lesser degree) Filegate were by far mentioned most often by respondents.

B B e T e D B e O
| ‘Dole Fav™ Clmtmi Unfav FRI'Files | Whitewater | Abor. plank Bio Ad Budget Ad
I 7 55 69 50 42 52
9 7 60 65 53 39 43
7 3] 50 68 51 51 52
7 8] 53 59 48 39 43
6 D E 55 44 36 39
5 4] 56 70 57 56 56
5 2 66 73 58 32 32
4 -1 56 64 55 21 24
4 -2 55 66 50 36 35
2 9 57 64 49 49 57
-1 3[ 57 64 50 44 45
2 -1 59 63 51 53 51
Oll -3 2 51 66 45 45 45
KY -4 T2 53 64 44 50 55
NH 5 3| 58 69 54 55 43
GA -6 71 52 63 50 48 54
———— e e
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Mvmnt in Mvmntin | True ™ |+ True |- Truew *Sesi i FilSeen |
State | Dole Fav | Clinton Unfav.| FBI Files { Whitewater | Abor. plahk | Bie'Ad | Budpet Ad

IA -6 -2 60 74 56 58 52
DE -7 -3 56 67 48 36 44
NV -8 2 58 68 52 40 47
NM -9 -2 55 68 52 48 57

Clinton Unfavorable Rating & Ad Awareness»

T T Mvmntin | CMympting o Trie | v True | <o T HIe P RS Ce A oA
State | Dole Fav | Clinton Unfav | FBI Files | Whitewsater | Abor. plank | Bio'Ad | Budget-Ad
IL 2 9 57 64 49 49 57
PA 11 7 55 69 50 42 32
GA -6 7 52 63 50 43 54
CA 5 4 56 70 57 56 56
M1 -1 3 57 64 50 44 45
NH -5 3 58 69 54 55 43
OH -3 2 51 66 45 45 45
NV -8 2 58 68 52 40 47
LA 6 0 51 535 44 36 39
CT 4 -1 56 64 55 21 24
™ -2 -1 59 63 5i 53 51
FL 5 21 66 73 58 32 32
NJ 4 -2 55 66 50 36 35
KY -4 -2 53 64 44 50 55
1A -6 -2 60 74 56 58 52
NM -9 -2 55 68 52 48 57
MO 7 -3 50 68 51 51 52
DE -7 -3 56 67 48 36 44
CO 9 71 60 65 53 39 43
MT 7 -8 53 59 48 39 43
56 66 51 44 46

Finally, to insure that ballot by earned and paid media awareness is not simply a function
of partisanship, party affiliation by awareness was checked. Among those who responded
“true” to the Filegate question, on average Republicans hold a 7 point advantage. Among
those who recall seeing the budget ad, on average Democrats hold a 2 point advantage. it
must be noted that while the averages where fairly stim, there is wide fluctuation between
states. The bottom line is that there is no significant evidence that partisanship is driving
media awareness over ali or acceptance of the truth of the Filepate scandal.

-1
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T0: TONY FABRIZIO “%) M
FROM: BOB WARD % )
DATE: MAY 24, 199

SUBJECT: ___RECENT FOCUS GROURS”

Having talked to Jos} andAehorel Kaat -Ibwtthe focus groups in Now Mexico, they raise un interesting
point. On the ane hand, ouerof tha most successful ads tested was the Clinton vs. Clinton budget apot. The
reason is the use of humor. "Yes, this Is a nogative ed. But s dons ina way that is totally bellavable.” On

the other hand, the other 2ds that tested well weve the compantive ads. However, the biggest resson the

o camparative ads werc a hit was not what they say about Clinton, I¢'s what they say about Do, )

;:; * It seoms our goal avor the next eight woeks is two fold: 1) define Bob Dole, both personaily and what he
stand for, and 2) reinforce the doubts people have about Bill Cliaton. We don't have to accemiplish those

v tazks with the setne ads or even the same issues. [t could even be argued that they should bo separaie. Why

. Jink Dol¢ to our negative attack on Clinton when we are trylng to positively dofine Dole?

13

My suggestion is this: put a straight negative up like *Stripes” or “Balanced Dudget” that uses Clinton to
whack himself, and simulstaneously air a straight Dole lssue-oriented pasitive, or the Dole story,

T
Ihedfim
]

Bl

One cavet to using Clinton on video - the broken promises ad was beld entirely suspect as people thought
he was cut off from finishing his thoughts; that his speech muy have been taken out of context. Our

selection of Clinton incrimineting hiraelf should be clean, 2nd uaquestionsble. The budget spot is able to
get eround this because the context is clear.

“"‘: W
Lo B

Also, citations and newspaper headtines are very powerful rainforcesnent.
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@Ng\v Ceniury Media - 'EA

Group, Inc. N i

- MEMORANDTUM A

TO: Hajey Bazecur -~ -

- Scowt Ree -

CC Topy Fatrizo
aie FR: Dec Sipple |
5 -
i1 RE: RNC Advedsing -
; As you look attas PNC buy s lzid down - essetially we have ore

- edditonel spor 1o air. Thus, we should 52 chenging spots 2round July 10t ox
1ith. As per cur discussion Wecnesday evening, it is my view ther whes we run
should beve significant force that Clinton and the Damcersrs ere compelled

.. tespond

- : Whether one likes 22 “BeneSts for llegals™ spet or got - the Dams
: responded. AgyTizae they're responding to our issues means they are 200 putiae
_monzsy bekind a proactve issus of theirs. Our lase spot should create this
~ enrvironment as well

I propesc we do 2 spot on the coasicliztion of ethics problems facing

Clinton and bis administation. It should be credibly praseated using headiinag

_ erc, and should irclude his own cuots “We will have the most ethical .
admipisTaten i history..." There might be a FBI files piece (peshaps Frazzh),
Whitewazer cenvictions, ¢ight cabinet mersbers under investigation, and
Travelgate. T purpose o doing this 2d would be 1o ennest the dots fer the
Amcrican peopic - to demenstrete 2 paitern of behavior. Additionelly, thisisa
spat tha: DFP genesal szouldn’t get to unyl feze (i ex all, in advertising). And it
may kzve the beazfit ¢f picking up these siorics end moving them along as they
may ebb o pews coverage.

Let me know veur thoughts.

- Attachment 22
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LEVEL 2 -  OF 15 STORIES

Copyright 199 Federal Informatian Systema Corporation
Federal News Service

JUNE 6, 1996, THURSDAY

SECTION: MAJOR LEADER SPECIAL TRANSCRIPT

LENGTH: 3524 words

HEADLINE: REMARKS OF GOP PR'ESU)ENTIAL CANDIDATE SENATOR 808
DOLE (R-KS)

SPEAKING TQ ABC TELEVISION AFFILIATES VIA SATELLITE

AT THEIR MEETING IN ORLANDG, FLORIDA

SEN. DOLE: (In progress) — I think there's a passjon buming somewhere
inside me, but some people display it in different ways. I've had a o1 of real
life experiences, too, that [ dunk I can bring that helps mold my character,
helps sort of demonstmte who Bob Dale i, where he would take America. 1L
you know, have grown up in a hardscrabble life, had a lot of experience in
World War II. Spent a Lot of time in hotpitals, learned a lot about people, a
lot about people with diszbilities, a lot about the underdogs in our sodiety.
And I've never failed to look back and try to heip these people up the jedder.
And I think that, in effect, defines who Bob Dok 13, and we'll try to define
it more as we get into the campsign. None of us are perfect in this world of
politics, but my view is the American people want to see us as we are. The
reasan 1 decided to leave the Senate and give up all the trappings of power and
all the comfart and all the security, because I think many people believe, and
maybe with some justification, that those of us in politica never take & chance;
we try to keep everything we have and acquire more. And my view was that I had
to 1ol the dice and say, okay, I'm going to give up the power, give up the
mejority leadar’s office, give up my Senate seal, and listen to the American
people and try to win this election because [ will be the candidate perceived by
the American people as one with the qualities of leadership that we need as we-
not only go into the next century, but beyend.

TED KOPPEL: Senator Dole, you should know that, at laast heve, things are in
their proper pexspective. T'm five-foot-nine.  You're Z{-feet mll on that
screent (Laughter)

And with that in mind, let's go 1o our firnt questioner. Go aheed, sir. And
would you plense identify yourself and where you're from?

Q Sure. I'm John Rouse (sp). 1 run Affiliatz Relations for ABC here. And
first of all, congratulations on a very distinguished career in the U.S. Senate.
SEN. DOLE: Thank you.

Q And the question here, there's & lot of ABC affilistes here who rely on ad
spending during & political campaign. And there's a lot of news sbout your
campaign reaching its limits.

SEN. DOLE: {Chuckles.)
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HPAY-IEG 12:64 FROM.,

Republican
Nationai
Commiites

Facsimile Transmission

PAGE W]

__D_(m Si { P‘bh“’,

From:

td _billespre

Fax Number: (Z0% g— OOOF  Number of Pnges:_z_—-_

Date: SMM I5 g[p

ore 4o Come |AfCr.

If you have any questions. please call 202-363-8614
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RNC TV :30
“Facts”

Video
Clip of Dem. ads

CNN cite and quote

Chicago Tribune cite and quote

Board

Board

Audio
Big Labor, Bill Clinton and the Democrats are
running ads like these attacking Republicans.

CNN calls the ads “grossly misleading.”

The Chicago Tribune said “Flat Out Lies”

The Facts:

Republicans passed welfare reform which requires
the able-bodied to work for their benefits.
President Clinton vetoed it.

And President Clinton and the Democrats pushed
through the largest tax increase in history which only
fueled more wasteful Washington spending.

Every Republican voted against it.

So when you see their misleading ads, remember,

it’s not what the Democrats say, it’s what they
do.

Attachment 27
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MAY~13-86 12:84 FROM. rauL 2/ .3
v/O BOARD
You’ve heard a fot of rhetoric [one at a time] “slashes Medicare™
about the Republican budget. “cuts education”
Now hear some facts. “guts the environment™
Medicare spending goes up 7% Medicare spending increases
every year under the Republican T% evexy year (AARP letter to the
budget. President, Dec. 19, 1995)
Spending for education, job training Education spending Increases
and student loans goes up $25 billion. by $25 billion (FHouse Budger
Committee, Feb. 29, 1996)

Environmental protection would EPA spending would fund “a normal
continue at current levels, with more pace of enforcement” (New York Times,
flexibility for state and local April 26, 1996) with more flexibility.
cuforcement.
To get more facts, call 1-800- Forget the rhetoric. Leamn the facts.
GOP-FACT Call 1-800-GOP-FACT.
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BEFORE THE FEDERAL ELECTICN COMMISSION

In the Matter of
MUR 4553

MUR 4671

S st Name”

RESPONSE OF DON SIPPLE: STRATEGIC COMMUNICATIONS AND
NEW CENTURY MEDIA, INC, TO SUBPOENA TO PRODUCE DOCUMENTS
AND ORDER TO PRODUCE WRITTEN ANSWERS

The foltowing general objections apply to each request for written answers (the
"Interrogatories”) accompanying the FEC Subpoena:
1. T object to the Interrogatories to the extent that they call for the disclosure of information
and/or production of documents that are protected from discovery by the attomey-client privilege
or work-product immunity or are otherwise privileged. To the extent that any privileged
document is or may be produced in response to the Interrogatories, the production of any such
document is inadvertent and is not to be deemed a waiver of any privilege with respect to the
produced document or any other document.
2. I object to the Interrogatories to the extent they purport to impose obligations to
supplement the disclosure of information and/or the production of documents beyond those
imposed by the United States Code and the Federal Rules of Civil Procedure.
3. I undertake to disclose information and produce documents in response to the
Interragatories only in the form, a'nd to the extent, required by 2 U.S.C. § 437d and any other
applicable provisions of the United States Code or the Federal Rules of Civil Procedure. 1 object
to each instruction, definition, question and request contained in the Interrogatories o the extent

that each instruction, definition, question and request attempts tﬁﬁ\goﬁ oblli&ations oncerning

chment 2
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the form or context of document production beyond those required by such provisions or exceeds
the scope of investigation permitted by, or conflicts with, 2 U.S.C. § 437d and any other
applicable provisions of the United States Code or the Federal Rules of Civil Procedure.

4, 1 object to the Interrogatories to the extent that they call for the disclosure of information
or the production of documents containing proprietary information.

5. I reserve the right to modify the objections made herein or to assert additional objections
1o production as appropriate.

6. I reserve the right to modify, amend or supplement the answers to the Interrogatories

contained herein as further information becomes available or as otherwise appropriate.

Subject to the General Objections, and without waiving same, I hereby respond to the

individual Interrogatories as follows:

INTERROGATORIES
1. The following questions relate to the advertisement whose text is set forth in
Attachment 1:
a. Identify all documents related to the advertisement.

True and correct copies of all documents related to "The Story" are labeled DS 000100

through DS 000105 for identification.

b. Explain in detail the RNC's role in developing, creating, producing, and
broadcasting the advertisement, including the identity of all persons who were in
any way involved in the development, creation, production and airing of the
advertisement.

In the case of “The Story," there were various discussions with personnel at the RNC,

including Haley Barbour, Ed Gillespie and Tom Josefiak over a period of days and weeks. These

Attachment 25
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discussions progressed from discussing the concept of the ads to the actual drafting of the scripts,
and then script approvals. Tony Fabrizio, who was doing the polling for the RNC, was alsc
involved with development of this ad. As for production, the film editor was Ed Deitch;
assistants were Anne Beyersdorfer and Jane Hurst and various persons at DC Post, the
production facility where it was put together assisted. Individuals at New Century Media --
Adam Stoll, Ned Nurick and others -- would have had some minor involvement. The placement
agency, Multi-Media, owned by Tony Fabrizio, bought time for the airing of the commercial.

c. Explain in detail the role of any other political committee, including state

party committees, in developing, creating, producing, and broadcasting the

advertisement, including the identity of all persons who were in any way involved in
the development, ereation, production and airing of the advertisement.

I do not recall any other political committee being involved in the development, creation
or production of the advertisement. I do remember putting various disclaimers on the
commercial for use by State parties throughout the country.

d. Identify each and every person who has knowledge and information

regarding the planning, organization, development and/or creation of the

advertisement.

Those individuals named in the response to Interrogatory 1(b), above, were those
primarily involved in the planning, organization, development and/or creation of the ad. After
the ad was produced, I recall showing it to Elizabeth Dole.

e Identify all documents that refer to, relate to or contain any information

regarding the film footage used by the RNC or its agents in the advertisement that

had been shot for the Dole campaign or had been used in previeus Dole campaign
advertisements.

While they are not in my possession, the RNC would most likely have documentation of

the purchase of film footage from the Dole Primary campaign for use in this advertisement.

- Attachment 25

3 Page _3S of 3




Adam Stoll, formerly of New Century Media, was the person at new Century Media responsible
for those details.

I f. State the time and date of each meeting, telephone conversation, and
electronic message in which there was discussion of any kind concerning the sale
and/or use of the film footage used by the RNC or its agents in the advertisement
that had been shot for the Dole campaign or had been used in previous Dole
campaign advertisements. For each meeting:

i Identify the locaticn of the meeting, and for telephone or othier
electronic discussions, the location of each participant.

I do not have any specific records or recollections beyond that information set forth in
response to Interrogatory 1(e), above.

ii. Identify each and every person who attended, heard or participated in
any meeting, telephone cenversation or electronic discussion. For each
identified person, indicate which meeting that person attended, heard or
participated in, and the date each meeting occurred.

I do not have any specific records or recollections beyond that information set forth in

response to Interrogatory 1(e), above.

iii. Describe the substance, decisions, discussion and details of each and
every meeting, telephone conversation or electronic discussion.

I do not have any specific records or recollections beyond that information set forth in
response to Interrogatory 1(e), above.

2. The following questions relate to the advertisements discussed in Attachment 2.
"Surprise,” "Stripes,” "Who,” "The Plan,” and "The Pledge.”

a. Identify all documents related to the advertisement.
True and correct copies of all such documents related to the advertisements listed are
labeled DS 000106 through DS 000152 for identification.

b. Explain in detail the RNC's role in developing, creating, producing, and
broadcasting the advertisement, including the identity of all persons who were in

fttachment 2.
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any way involved in the development, creation, production and airing of the
advertisement.

In general terms relating to these ads, several people would have dinner each Wednesday
night at the RNC in Haley Barbour's office to discuss Party strategy and the ongoing campaign.
The ads were usually a part of the discussion. These discussions would include the rationale for
specific ads, timing of when they should air, and targeting. Following those meetings I would
write, or have other producers write, script treatments. These would then be transmitted to Ed
Gillespie, who would be in charge of obtaining the necessary approvals at the RNC, including
that of the legal counsel's office. The Wednesday night dinner was usualiy attended by Haley
Barbour, Ed Gillespie, Don Fierce, Joe Gaylord, Speaker Gingrich, Tony Fabrizio, Fred Steeper,
Scott Reed, and myself.

c. Explain in detail the role of any other political committee, including state

party committees, in developing, creating, producing, and broadcasting the

advertisement, including the identity of all persons who were in any way involved in
the development, creation, productio: and airing of the advertisement.

I do not recail any other political committee being involved in the development, creation
or production of these ads. I do remember putting various disclaimers on the ads for use by state
parties throughout the country.

d. Identify each and every person who has knowledge and information

regarding the planning, organization, development and/or creation of the

advertisement.

While I oversaw the overall RNC effort in Jate Spring and Summer of 1996, other

producers actually did some of the spots. My recollection of lead producer for each spot is as

follows.

"Surprise” - Mike Murphy

Attachment 25
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"St;—ipes" - Don Sipple

"Who" - Stuart Stevens/Don Sipple

"The Pledge" - Mike Murphy/Don Sipple
"The Plan" - Mike Murphy.

All advertising scripts were approved by RNC's Office of Legal Counsel, usually by Tom
Josefiak. Those mentioned in the response to Interrogatory 2(b), above, had the same level of
knowiedge about some aspect of the ads. New Century Media personnel and the employees of
the named producers also have some knowledge of the ads. The production and post-production
facilities used would also have some knowledge of the ads, as well Multi-Media, which placed
the ads. Irecall conversations with John Buckley and Gary Koops of the Dole Campaign's
Communications Division after the ad was produced because they wanted copies of the ad to
distribute to the media.

e. Identify all documents that refer to, relate to or contain any information

regarding the film footage used by the RNC or its agents in the advertisement that

had been shet for the Dole campaign or had been used in previcus Dole campaign
advertisements.

To the best of my recollection, these ads do not contain proprietary footage from the Dole
campaign in them. New Century Media shot fresh footage for the RNC for these ads.

f. State the time and date of each meeting, telephone conversation, and

clectronic message in which there was discussion of any kind concerning the sale

and/or use of the film footage used by the RNC or its agents in the advertisement

that had been shot for the Dole campaign or had been used in previous Dole
campaign advertisements. For each meeting:

i. Identify the location of the meeting, and for telephone or other
electronic discussions, the location of each participant. .
25
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3.

ii. Identify each and every person who attended, heard or participated in
any meeting, telephone conversation or electronic discussion. For each
identified person, indicate which meeting that person attended, heard or
participated in, and the date each meeting occurred.

See response to Interrogatory 2(¢), above.

iii. Describe the substance, decisions, discussion and details of each and
every meeting, telephone conversation or electronic discussion.

See response to [nterrogatory 2(e), above.

The following questions relate to any advertisement that you produced, directed,

coordinated, or in whose preparation you advised or consulted with the RNC or any state
party committee during the period January 1996 through November 1996.

correct

above.

above..

a. Identify all documents related to the advertisement.
In addition to the documents labeled DS 000100 through DS 000152, please see true and
copies of documents labeled DS 000154 through DS 000165 for identification.

b. Explain in detail the RNC's role in developing, creating, producing, and
broadcasting the advertisement, including the identity of all persons who were in
any way involved in the development, creation, production and airing of the
advertisement.

The process is the same as reflected in the responses to Interrogatories 1(b) and 2(b),

c. Explain in detail the role of any cother political committee, including state
party committees, in developing, creating, producing, and broadcasting the
advertisement, including the identity of all persons who were in any way involved in
the development, creation, production and airing of the advertisement.

The process is the same as reflected in the responses to Interrogatories 1(c) and 2(c).

d. Identify cach and every person who has knowledge and information
regarding the planning, organization, development and/or creation of the
advertisement.

5
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See response to Interrogatory 1(b), above.

e. Identify all documents that refer to, reiate to or contain any information
regarding the film footage used by the RNC or its agents in the advertisement that
had been shot for the Dole campaign or had been used in previous Dole campaign
advertisements.

See responses to Interrogatories 1(e) and 2(e), above.

f. State the time and date of each meeting, telephone conversation, and
electronic message in which there was discussion of any kind concerning the sale
and/or use of the film footage used by the RNC or its agents in the advertisement
that had been shot for the Dole campaign or had been used in previous Dole
campaign advertisements. For each meeting:

i Identify the location of the meeting, and for telephone or other
electronic discussions, the location of each participant.

See responses to Interrogatories 1(f) and 2(f), above.
ii. Identify each and every person who attended, heard or participated in
any meeting, telephone conversation or electronic discussion. For each

identified person, indicate which meeting that person attended, heard or
participated in, and the date each meeting occurred.

See responses to Interrogatories 1(f) and 2(f), above.

iii, Describe the substance, decisions, discussion and details of each and
every meeting, telephone conversation or electronic discussion.

See responses to Interrogatories 1(f) and 2(f), above.
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I swear that the proceeding statements are true to the best of my knowledge, information

and belief,

Don Sipple

SUBSCRIBED AND SWORN to before me this day of April, 1998.

Notary Public
My Commission Expires:
* tachment s
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MEMORANDUM FOR  Ed Gillespie
Gary Koops
Suzy DeFrancis
Don Todd

FROM: Tony Fabrizio
Enu Mainigi

RE: Thursday Lunch Meetings

o As some of us discussed last week, although we all do a lot of talking back and
forth every day, greater communication between the RNC and the Dole campaign on
upcoming Dole and Clinton plans would be beneficial to all. Thugsday at lunch seems to
be a good time to schedule such a meeting since we should have a pretty good idea of our
weekend plans by then.

* Some of the general points that should be discussed at each meeting should
' include:

a) What Senator Dole will be focusing upon in the upcoming week

b) What we know of Clinton’s schedule for the upcoming week and how best to
attack '

¢) What we will need in terms of product/research for both candidates

So we don’t lose sight of our goal at these meetings, it is probably best if an™
agenda setting out specific points of discussion is sent out to everyone Thursday morning.
Any items that need to be placed on the agenda should be faxed by close of business
Wednesday to Enu at 408-9511.

The meeting tomorrow will be at noon in the 3rd Floor Finance Conference room
at the campaign and, of course, lunch will be provided.

cc: Scott Reed
Haley Batbour et }(ﬁ
Jill Hanson . ' [
Ed Rogers ?age l Of
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MEMORANDUM FOR  HALEY BARBOUR

FROM: - ~ TONY FABRIZIO
ENU MAINIGI
RE: FIRST THURSDAY LUNCH MEETING

Haley, we just wanted to drop you a note to give you a quick update cn some of

the results of our first Thursday lunch meeting. These products were specifically
discussed as necessary to our efforts:

Dole Vulnerability Analysis on Moderate Issues Our internal Dole vulnerability
analysis was done with the primaries in mind and our number one concem was {o
protect our right flank. Now, we are constantly being attacked on the left. Clinton
has formed a habit of pulling out a vote from 1973 and touting it as our “position”
on X issue. We need to do further research on our voting record and floor
statements with regard to specific issues so we can be ready for these attacks. Enu
and Don will coordinate on this project. As soon as its ready, we will furnish the
RNC with the Dole Issue Book (Dole-positive on all the issues).

Gore Vote Analysis More often than not, Gore is probably going to be deployed
as the Clinton attack dog. Although we need to keep the focus on Clinton, it is
going to be absolutely essential that we analyze Gore’s own voting record and
statements while in the Senate and House. Enu and Don will get together and
determine the logical scope of this project and then Don's shop will get a product
together.

State by State Issue Analysis Although this is a national campaign, we think it is
still absolutely essential that we conduct an individualized review of the hot issues
in each state. Not only must we be aware of the national issues that play well in a
particular state, we need to know how specific local concerns nuance these
national issues. Curt is going to get his people to determine these state-specific
issues and furnish both Enu and Don with a copy. Don's shop will then put
together a produci for us for each state.

Econgmic Data We need a quick list of up-to-date key economic statistics that
Clinton is at all vulnerabie. Ultimately, this will be used in part to “tweak” the
Dole economic plan so as to best highlight the differences between Dole’s plan
and Clinton’s failures. Don wiil coordinate with Enu on getting these numbers
over 1o 1S,

Education Statistics We also need the latest education stats that indicate declining

reading scores, SAT scores while at the same time money spent on education is
increasing and the education bureaucracy is growing. Again, Don and Enu will

coordinate on this. B
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Wasteful Spending We have already announced our desire to eliminate four

_ federal agencies. Now, however, we want to focus in on the smaller
commissions, agencies, etc that have dupiicative or wasteful functions. We also
want to get some horror stories related to wasteful government spending.

Overall, the meeting was extremely productive. We had a chance to give the RNC
folks an idea (as best we know it) of what Dole’s schedule will be in the upcoming week
and what resources we may need as well as a chance to discuss briefly how to pinpoint
Clinton in the next week. These regular meetings are going to be really beneficial to both
sides in the upcoming weeks.

Finally, we want to thank you also for injecting Ed Rogers into this whole mix.
He’s worked very hard to get things running smoothly and we really appreciate his
efforts.

cc: Scott Reed
Jill Hanson
Ed Rogers
Curt Anderson
Don Todd
Gary Koops
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Memo

To:  Scott Reed
Jill Hanson
Tony Fabrizio

From: Adam Stoll

The attached script is a first draft.
It is currently being reviewed by the RNC,
£ If you have ant comments, please get them to Don by tomorrow morning, Friday, May 24.

#55
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Agency:
Client:
Producer:
Title:

Code:

Video:

New Century Media Group

Republican Nationai Committee

Don Sippie

“The Story”

RNCTV-DS-06 Ver 2

BD:

VO

BD:

VG

ED:

vO:

BO:

Audio:

We have a moral obligation fo give our children an
America with the opportunity and values we grew up in.

Bob Dole grew up in Russell, Kansas.

From his parents he learned the value of hard work,
honesty and responsibility. So when his country
called... he answered.

He was seriously wounded in combat.

Paralyzed, he underwent nine operations.

I went around looking for a miracle that would make
me whole again.

The docfors said he'd never walk again. But after 39
meonths, he proved them wrong.

He persevered, he never gave up. He fought his
way back from total paralysis.

Through hardship and difficulty, the values that
shaped this man have given him a strong moral
compass to lead the Republican Party.

The principle of work to repiace welfare.

The principle of accountability to strengthen our criminal
justice system.

The principle of discipline to end wasteful Washington
spending.

it ali comes down to values. What you believe in.

What you sacrifice for. And what you stand fActtachment A ?
Page _Z of 2




MEMORANDUM

DATE: June 18, 1998

TO: Scott Reed
Jili Hanson
Tony Fabrizio
John Buckley
Gary Koops
Jill Jacksan

FROM: Don Sipple
Adam Stoll

RE: New RNC :30 second spot

The attached script is the first draft on the spot we would like to produce tomorrow to air
at the end of this week, replacing “Even Mare Talk” on the current RNC national

targeted buy.

We will distribute a final copy of the script as soon as it is approved by the RNC for

airing.

Please contact either of us at (202) 789-1800 to discuss the script.

Attachment
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“MORE”
RNC-TV:30
VIDEO

GFX

BXW 12 FP§ FOOTAGE OF
ILEGALS CROSSING BORDERS

WORKFRS W/ GFX

B.C.sTILL

GFX

AUDIO

ANNOUNCER
MORE ON WASTEFUL WASHINGTON SPENDING . . .

DD YOU KNOW THERE ARE OVER 5 MILLION ILLEGAL
IMMIGRANTS IN THE U.S?

AND THAT YOU SPEND 5 1/2 BILLION DOLLARS A YEAR
TO SUPPORT THEM WITH WELFARE, FOOD STAMPS, AND
OTHER SERVICES.

UNDER PRESIDENT CLINTON WAGES FOR THE AVERAGE
AMERICAN WORKER HAS GONE DOWN 2.5 %, WHILE
SPENDING O ILLEGALS 1S UP 12.5 %.

WHEN EFFORTS WERE MADE TO STOP GIVING BENEFITS
TO ILLEGAL IMMIGRANTS . . . BILL CLINTON OPPOSED
THEM.

TELL PRESIDENT CLINTON TO STOP GIVENG BENEFITS TO
ILIEGALS, AND END WASTEFUL WASHINGTON SPENDING.

o
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MEMORANDUM

DATE: July 5, 1996
TO: Scott Reed
Jill Hanson

Tony Fabrizio
-~Don Rumsfeld v/ P 7F
_John Buckley v vee —
FROM: Adam Stoll

RE: New RNC spot

Aftached is a first draft of the script for the new RNC spot. We will produce the ad
Monday afternoon for air in the middle of hext week.
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Agency: New Century Media Group

Client: Republican National Committze

Producer: Don Sipple

Title: “Pledge”

Code:

Video: . Audio:

Clinton on camera. Announcer: We heard it a lot when he ran...
Clinton: “I will not raise taxes on the middle
class... (fade) 1 will not raise taxes on the middle
class.”

Headline. Announcer: But six months later he gave us the

Graph--with subject in largest tax increase in history. Higher income taxes...

background. Income increased taxes on social security benefits. And more

taxes up $115 bitlion. payroll taxes. In fact, under Clinton, the typical

$25 billion taxes on social American family now pays $2,000 more in federal

security benefits. $29 taxes. it's a lot to pay for his broken promise.
billion more payroll taxes.
Family shot—under

Clinton taxes up $2.000 -

year.

Clinton on camera. Clinton: “Fool me once, shame on you. Fool me
twice, shame on me.”

Graphic close. Announcer: Tell President Cliiiion you won't be

fooled again.
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Group, Inc.

MEMORANDUM

TO: Scott Reed July 8, 1896
Jilt Hanson
Don Sipple
Tony Fabrizio
John Buckley
Gary Koops v D¢V
Jill Jackson  §i7

9 FR: Adam Stoll
f RE: New RNC Spot
ii The attatched is the newly revised final draft of “Pledge.”

It will replace “More” in the RNC media buy.

L

o]
i

Also, attatched is another new spot, “Smoke,” which we produced today.
The RNC will have it tommorrow and will decide on releasing it to the press.

If you have any questions please feel free to call me.
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Agency: New Century Media Group
Client: Republican National Committee

Producer: Don Sipple

Title: “Pledge”

Code:

Video: Audio: -

Clinton on camera. Anncuncer: We heard it a lot when he ran...
Clinton: “I will not raise taxes on the middle
class... (fade) We got to give middle class tax relief
no matter what we do.”

Headline. Announcer: Six months later he gave us the

Graph--with subject in largest tax increase in history. Higher income taxes...

background. Income increased taxes on social security benefits. More

taxes up $115 billion. payroll taxes. Under Clinton, the typical

$25 billion taxes on social American family now pays over $1500 more in federal
security benefits. $29 taxes. A big price to pay for his broken promise.
billion more payroll taxes.

Family shot--under

Clinton taxes up $1,583

year.

Tell President Clinton Announcer: Teil President Clinton you can't afford
... bon'tveto higher taxes for more wasteful spending.
Republican tax cuts

again.
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BEFORE THE FEDERAL ELECTION COMMISSION

MUR 4553 and
MUR 4671

In re Dole For President, Inc., )

Dole/Kemp '96, Inc., and )

| Robert Lighthizer, as )
| their Treasurer, and )
Senator Robert Dole )
)

= AFFIDAVIT OF SCOTT REED

iF I, Scott Reed, being duly sworn, depose and say to the best of my
5 knowledge, that:

I. I was the campaign manager for Dole For President, Inc.
e ("DFP") and Dole/Kemp '96, Inc. ("Dole/Kemp").

13 : 4 2. Neither Senator Dole nor anv #ampaign ¥taff of DFP or
fud " Dole/Kemp, including myself, was involved in the production, development, or

‘ : gamng of'any of the advertisements at issue in this proceeding.

3. As a matter of courtesy, the Republican National Commtittee
- ("RNC") showed its advertisements to the campaign only after they were finalized
and made public.

4. The campaign was dissatisfied with some of the finalized
RNC ads that it saw.

a2

<o District o= Colombin = Scott Reed —
Sworn to and subscribed
before me this _14 A1 day
ﬁpnl 1998,
W w/ =
No ublic
4
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NOTARY PUBLIC Pﬁg@ of
DISTRICT OF COLUMBIA

My Commission Expires April, 30, 2002
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SKADDEN, ARPS, SLATE, MEAGHER 5 FLOM LLP

1420 NEW YORK AVENUE, N.W.
WASHINGTON, D.C. 20005-211)

VIA HAND DELIVERY

Lawrence M. Noble, Esq.
General Counsel

Federal Election Commission
999 E Street, NW
Washington, D.C. 20463

TEL: {(202) 371-7000
Fax, {202) 393-5760

April 14, 1998

¢ ¢

FIRMAFFILIATE OTFICES

BOSTON
CHICAGO

"~ HoOusTON

LOS ANGELES
NEWARK
HNEW YORK
SAN FRANCISCO
WILMINGTON

BEWING
BRUSSELS
FRANKFURT
HONG RONG
LOKDCN
MOSCoOwW
PARIS
SINGAPQRE
SYDNEY
TORYO
TORONTO

Re:  MURs 4553 and 4671 - Dole for President, Inc.,
Dole/Kemp '96, Inc., and Robert Lighthizer, as their
Treasurer, and Senator Robert Dole

Dear Mr. Noble:

This responds to the Federal Election Commission ("FEC" or "Com-
mission") letters, dated February 19, 1998, notifying Dole for President, Inc.
("DFP"), Dole/Kemp '96, Inc. ("Dole/Kemp"), and Robert Lighthizer, as their
treasurer, and Senator Robert Dole of the Commission’s reason to believe finding
against them. Also, enclosed is the response by DFP and Dole/Kemp to the Sub-
poena to Produce Documents and Order to Produce Written Answers issued by the
Commission in connection with these MURs. The Commission alleges that certain
advertisements paid for by the Republican National Committee ("RNC") were
coordinated with DFP or Dole/Kemp resulting in excessive coordinated expenditures
and in-kind contributions to those presidential campaign committees. It cannot,
however, point to any language that even resembles express advocacy or an election-
eering message. Moreover, even if coordination between a party and its nominee
were relevant, there was no coordination in this case that rises to the level of trans-
forming the RNC's advertisements into an in-kind contribution or a coordinated

expenditure.
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Lawrence M. Noble, Esq.
April 14, 1998
Page 2

L There Was No Express Advecacy or an Electioneering Message

Coordination with a presidential campaign does not, by itself,
transform a national party committee's advertisements into in-kind contributions or
coordinated expenditures. See AO 1985-14. Those advertisements must also depict
a clearly identified candidate and contain ianguage expressly advocating the election
of that candidate or conveying an electioneering message. See Id.

The only actual language that the Commission's Factual and Legal
Analysis (" Analysis") points to in support of an electioneering message is the portion
of the ad, "Who" where the narrator states "Tell President Clinton you won't be
fooled again" and the ad, "Stripes" where he states "Bill Clinton, he's really some-
thing.” Analysis at 15. Unfortunately, neither the Commission nor Respondents
have the full text of "Stripes" or "Who." However, based on the excerpts provided in
the Analysis, those ads do not even identify Senator Dole or refer to an election. If
anything, they appear to merely describe the voting record of President Clinton. The
Commission has stated that criticism of a candidate's record is not enough to consti-
tute an electioneering message. See AQ 1985-14. Regardless, the Commission
cannot sustain a case on these ads or any other ad without their full text.

As for "The Story,” the Analysis does not point to any language at all.
Rather, it relies on innuendo and circumstances surrounding the ads to read in an
electioneering message that is not there. For example, the Analysis claims that "The
Story" contains an electioneering message because some of the items discussed in
that ad, including Senator Dole's military service and value system, were "consistent
with the campaign strategy." Analysis, at 13. The Commission also asserts that the
timing of the ad (i.e., that it was broadcast by the RNC at a time when DFP was
approaching its expenditure limit) indicates that there was an electioneering message.
See Id., at 17. The courts, however, have repeatedly held that the Commission may
not look to the context of a communication to determine whether it is governed by
FECA but must consider the language itself. See Main Right to Life Committee,
Inc. v, FEC, 915 F. Supp. 8, 13 (D.Me. 1996) (speaker must not be required to re-
evaluate his words as the context of those words changes); see also FEC v. Massa-
chusetts Citizens for Life, 479 U.S. 238(1986); Faucher v. FEC, 928 F.2d 468 (1Ist
Cir. 1991). "By creating a bright-line rule, the Court ensured, to the degree possible,

-
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Lawrence M. Noble, Esq.
April 14, 1998
Page 3

that individuals would know at what point their political speech would become
subject to governmental regulation” thus preserving the First Amendment right to
discuss political issues, FEC v_ Christian Action Network, Civil Action No. 94-
0082-L, 21 (W.Dist. VA 1995).

The Analysis in this case does not even refer to the language of "The
Story," let alone use a bright-line test to determine whether such language would
qualify as an electioneering message. Rather, the Analysis takes a nebulous excur-
sion into the context of the ad where no reasonable person would be able to divine
whether his or her speech is subject to FECA regulation. Respondents are left
guessing as to whether their exercise of free speech may be violating FEC regula-
tions. This is particularly disturbing given that the ad did contain clear language of
issue advocacy such as "Americans take a stand: work for welfare, criminal justice
reform, end wasteful spending, call your elected officials."

Even if the Analysis had pointed to specific language in the ad, the
FEC has not yet come up with a bright-line definition of electioneering message as it
is required to do under court rulings described above. In the absence of such
guidance, the FEC must rely on the only bright-line test it has -- the test for express
advacacy. Moreover, the Supreme Court is still in the process of considering
whether coordinated activity should be treated any differently from non-coordinated
activity. Colorado Republican Federal Campaign Committee v. Federal Election
Commission, 116 S.Ct. 2309, 2319 (1196). Thus, at the very least, the Commission
should not proceed in this MUR until the Supreme Court has decided that issue.

IL There Was No Coordination Regarding the Ads

Regardless of the content of the ads or whether there was an election-
eering message, the RNC did not coordinate the ads at issue in this MUR with DFP
or Dole/Kemp. The RNC created, produced, and distributed those ads without direc-
tion from the candidate or the campaign. See enclosed Scott Reed Affidavit, RNC
Press Release, and Meet the Press Transcript. The RNC had full and final authority
over both the production and the geographic distribution of the ads. Neither Senator
Dole nor campaign personnel participated in the production or airing of the ads
except that the RNC, as a matter of courtesy, showed the ads to the campaign after
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Lawrence M. Noble, Esq.
April 14, 1998
Page 4

the ads were finalized and made public. See id. Indeed, there were occasions where
Senator Dole and the campaign were dissatisfied after viewing the finalized RNC
ads. Seeid.

The Analysis gives much weight to a televised interview that Senator
Dole gave in Orlando, Florida on June 6, 1996, in which he said that the RMNC was
airing a sixty second ad about the "Bob Dole story." Nowhere in that interview,
however, does he suggest that either he or his campaign staff directed or even
participated in the production or distribution of the ads. Rather, the interview
supports the contrary - that the RNC showed the ad to the campaign after it was
finalized and made public.

As for Don Sipple, he and his consulting firm, New Century Media
Group, Inc. ("New Century™), ceased being a consultant to the Dole campaign on
March 31, 1996. Although he was re-hired by the campaign on June 21, 1996 for
convention-related services, he was a paid consultant to the RNC during the time in
between. Thus, when the ads at issue were created, produced and aired, Mr. Sipple
was being directed by and his legal duty was to the RNC.

Some film footage used in "The Story" had been shot for the cam-
paign earlier by Mr. Sipple. However, the RNC made a decision independent of the
campaign to use that footage in its ad and entered into an "arms-length" agreement
with DFP to purchase that footage. The RNC purchased certain footage created by
Mr. Sipple for the campaign at the standard industry "clip rate" of $.40 per second.
The campaign did not control what film footage was chosen by the RNC or what
issues would be addressed by the RNC advertisement.

There is no basis to proceed against Respondents in this matter
because there is no [anguage in the ads that even resemble express advocacy or an
electioneering message. Also, notwithstanding the content of the ads, there was no
coordination between the RNC and the campaign regarding those ads. Thus, the
Commission should dismiss this matter. The Commission's finding against Senator
Dole is particularly vexing because the only way that an agent of a campaign, other
than the treasurer, can be held liable under FECA is if that agent knowingly partici-
pated in a violation. 2 U.S.C. § 441a(f). As described above, Senator Dole did not
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Lawrence M, Noble, Esq.
April 14, 1998
Page 5

participate in developing or airing the ads at issue in this MUR. In fact, he did not
even become aware of the ads until they were finalized and made public by the RNC.

For the foregeing reasons, no further action should be taken against
any of the Respondents.
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Respectfully submitted,

Kenneth A. Gross
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